| INDUSTRIAL HEMP 1S POSITIVE FOR KANSAS!

SUPPORT HB2182

Commerce Committee Testimony of Rick Trojan
February 15, 2017 :
Thank you Chairman Mascn & Distinguished Committee members,

I've spoken before this committee previously, and welcome the opportunity to continue our dialogue towards
expanding economic options for farmers and creating thousands dfjobs all across the Sunflower State. As
background, I’'m a member of the largest hemp farm in the USA, with over 1200 acres planted in 2016, and
plans for double that, over 2500 acres, for the 2017 season. | created a project called Hemp Road Trip and
toured the country last year, educating on hemp and promoting domestic hemp businesses. We toured over
40 states, giving me a good overview of the growing knowledge of, and the growing demand for, hemp and
hemp based products. I'm also a Business Advisor to the National Hemp Association, on the Board of the
industrial Hemp Research Foundation and a Board Member of Vote Hemp, the largest nationwide advocacy

organization specific to hemp.

In the Agriculture Act of 2014, also known as the Farm Bill, the fed;eral government created an exception to the
Controlied Substances Act for Industrial Hemp, in those states whére there’s a regulatory infrastructure in
place. My home state of Colorado is coniing up on her fourth seas;pn of cultivation, and the future for
agriculture and jobs looks bright! We’ve created thousands ofjob§ and generated millions of dollars in tax

revenue for Colorado.

Let me give you one example. One of the farms I’'m associated with grew 300 acres in 2015, and over 1200
acres in 2016. Our first year we directly created 25 jobs, and impacted over 125 jobs. In 2016 we impacted
over 200 jobs in Colorado, including jobs in transportation, processing, manufacturing, marketing, distribution

and education.

Hemp can be used to make over 30,000 different products, from paper to textiles, to building materials and
bioplastics, from biofuels to energy storage via supercapacitors! With such downline product versatility,
Industrial Hemp provides an open canvas upon which the great state of Kansas can paint its economic
masterpiece. There are two impartant products from Industrial Hemp that | think hold tremendous potential
for Kansas, hemp seed and hemp biofuels. ‘

Hemp Seed

Hemp seed is likely one of the easiest parts of the crop to harvest and process. Two main products come from
the hemp seed, food and animal feed. Let’s take a look at food first. Hemp seed, once dehulled, is called
hemp hearts, or hemp nut. It contains all of the essential amino acids, which makes it a complete protein just
like chicken, fish or beef. In fact, there’s more protein in an ounce of hemp seeds than there is in an ounce of
salmon! Hemp is also a rich source of a number of essential minerals, including magnesium, phaosphorus, iron
and zinc. It also contains omega 3-6-9 in correct ratios for human digestion. Not only is this a great product
for human consumption, but also shows promise as an animal feed. Studies have shown increase in omegas
with chickens eating hemp, and an increase in mineral uptake in fish and cows. Hemp is truly a superfood, for
people and livestock. |

R. Trejan Industrial Hemp
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Hemp as Biofuel

The Guardian magazine expiéins what makes hemp a good energy source, “[Hemp] has been successfully used
for many years to create bioethanol and biodiesel, is environmentally friendlier to produce than sugar beet,
palm oil, corn or any of the crops... and can grow in practically any temperate to hot climate leaving the ground
in better condition than when it was planted.” In addition, hemp’s shown a 97 percent conversion efficiency!!
The attached exhibit {“Hemp for Fuel”) shows the minimum and maximum ethanol output from a variety of
crops. As you can see, hemp outperforms every other comparable crop by a factor of at least two to one, or
double that of maize or sugar beets. Kansas can utilize this technology to become the nation’s leader in
biofuel and renewable energy production.

Hemp's Expanding Market

Hemp is a very dense and heavy crop, meaning that transport over long distances can become expensive. As
such, local/regional processing centers will be build to handie the hemp locally, before transporting the end
product (cereal, fiber, hurd, etc) to a larger, regional processing center. While this may seem cumbersome, it
actually forces new jobs creation throughout the state, instead of in one regional processing center. Kansas
has the opportunity to have 5-8 processing centers throughout the state, allowing for new job allocation
statewide. This economic boom is felt directly and more immediately than economic benefits from other
industrial crops. '

Moreover, the market for industrial hemp products is already here, and continues to expand. The Hemp
Industries Association estimates that over $600M of hemp products were imported in 2016. In fact, 90% of
hemp Canada grows is sold to the United States (typically hemp hearts and hemp oil for cooking}. The hemp
seed market in Asia is also expanding rapidly, particularly since the Fukushima nuclear disaster. Since the fish
have been contaminated with radiation, countries like Japan, Korea and China seek omegas from hemp seed
instead of their traditional means, from fish oil. As you can see from the Exhibit attached (“Overview of US
Hemp Seed Imports”) from our friends at SeedCX, there’s nearly a 16 times increase in hemp seed demand in

 the four years leading through 2016. There’s sufficient demand, at least over the next few years, to support
explosive growth of domestic hemp cultivation. And that’s just the market for seed, let alone other dual crop
purposes such as fiber and building materials.

National Landscape

According to Vote Hemp, the following thirty-one (31) states have defined Industrial Hemp as distinct and
removed barriers to its production: AL, CA, CO, CT, DE, FL, HI, IL, IN, KY, ME, MD, Mi, MN, MT, NE, NV, NH, NY,
NC, ND, OR, PA, RI, SC, TN, UT, VT, WA, WV, VA |

Of these 31 states, fifteen {15) had hemp pilot programs in 2016: CO, HI, KY, iN, ME, MN, NE, NV, NY, ND, OR,
TN, VT, VA, WV

As you easily note, Kansas is not on either fist. As such, the state and its people are missing aut-on millions in
revenue, and also missing out on the tremendous job creations possible through Industrial Hemp cultivation.
Let’s pass this bill and allow Kansas to reap the benefits of this industrial crop.

K. Trojan Industrial Hemp
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State of U.S. Hemp Production

Hemp Legislation Overview

Many states have enacted laws to take advantage of section 7606 of the Agriculture Act of 2014 by
establishing hemp production and research programs in various forms through legislation. As of 2
September 2016, 31 states have passed various forms of hemp legislations with legislation pending in
another 9. These laws range in matter and scope. Some states, including notably Colorado, Tennesses,
and Kentucky, have established hemp research and pilot programs that allow for the hemp cultivation and
processing through licenses issued by the state departments of agriculture. Other states, including
Indiana, Utah, and Michigan, allow cuitivation only for research purposes through state university or
secondary education institutes, with the sale and marketing of domestically grown hemp prohibited.

Locating Hemp Production

Section 7606 of the 2014 Farm Bill requires detailed records of hemp production within states that have
legalized cultivation. Hemp producers must be registered with state departments of agriculture or state
universities and provide comprehensive data on acreage, variety, and even GPS coordinates of ail hemp
fields. This type of rigorous record keeping has allowed for the collection of precise data, tracking hemp
acreage that is not found in other specialty crops in the United States,

The Seed research team utilized state freedom of information act’ (FOIA) requests?, combined with
interviews of state departments of agriculture?, to derive a precise figure for hemp acreage in 2016 of,
16,417 registered acres. Figure 1 gives a breakdown of the total registered acres in states where hemp is
legal as well an overview of the legal status of hemp in each state.

Figure 11 U5 Hemp Acreage 201 - by legal hemp state

* Since 1967, the Freedom of Information Act (FOIA} has provided the public the right to request-access to records from any federal agency. It is often
described as the [aw that keeps citizens in the know abaout their government. Federal agencies are required to disclose any information requested
under the FOIA unless it falls under one of nine exemptions which protect interests such as personal privacy, national security, and law enforcement.

? Freedom of [nformation Act (FOIA) requests were submifted to state departments of agriculture requesting infarmation regarding approved cultivators,
approved processors, historical acreage figures, current acreage figures, and planted acreage figures. A total of tweniy-five requests were submitted
with responses from eighteen. Requests ware submitted July 25, 2016.

2 Inferviews of state departments of agriculture were used to supplement FOIA requests that failed to return any results. These inferviews were
conducted from August 1,2016 to September 2, 2016 and consisted of questiens involving the struciure of the state’s hemp program, the acquisition of
seed, the presence of any hemp processors, both historical and current officially registered acreage, and beliefs on future growth.

© Seed CX Lid. 2016 1



@SEED

EUCTIVATINE FIRRNEIRY BECEAITY

fn 2016, industrial hemp states registered a total of 16,417 acres, constituting a 144% increase over the
6,712 registered acres the previous year. However, while these registered numbers are precise by law,
there is no certainty that these farmers will actually plant their full allotments of acres. In fact, many of
these registered acres may go unplanted leading to a large discrepancy between officially registered
acres and acres in production. Additionally, in several states Iike indiana, Utah, or Nebraska, hemp
cultivation is limited to university research projects and does not allow for the marketing or sale of the
hemp being produced. While the number of acres that fall under this latter category are currently
minuscule, this policy reduces the acres harvested for commercial use. It is difficult to estimate the
percentage of planted acres to registered acres, a rough estimate can be achieved. While there is no
consensus, conservative estimates place the planted acreage at around 50-66%# of the total registered
acres. Applying the lower bound of this conservative estimate indicates that more than 8,000 acres were
planted in 20186.

Colorado, Kentucky, and Tennessee have been growing hemp since 2014 and comprise the majority of
the registered hemp acreage in the United States. Colorado has seen hemp acreage grow significantly
with 3,670 registered acres in 2015 and 8,859 in 2016, a 141% increase, and a total of 340 registered
participants. Additionally, Colorado featured 1,231,093 ft2 of registered indoor growing space. Kentucky
has shown a similar increase with 1,742 registered acres in 2015 growing to 4,500 acres in 2016, a 158%
increase, with 167 registered participants. With 1,200 registered acres in 2015 and 1,185 acres in 2016,
Tennessee has not shown the same increase that Kentucky and Colorado have, but it still remains on the
United States’ leading hemp states in terms of registered acres.

One state that does stand out is Oregon with 1,200 registered acres?, compared to 20 acres in 2015.
This marks a substantial increase and places Oregon in line with the other large hemp producing states.
However, expectations from Oregon shouid be tempered. Colorado, Kentucky, and Tennessee have
shown that it takes time to adapt foreign hemp cultivars to local climates and soils. While the Oregon
acreage may be substantial, it will likely lag behind the other three industrial hemp states that have a
head start in the creation of local cultivars, ‘

Nevada’s 336 registered acres also stand out. With legislation being implemented in late 2015, Nevada
has shown surprising level of interest in its first year of legal cultivation. The Nevada Department of
Agriculture reported 11 registered producers with 270 acres planted of the total registered spread mostly
in the western half of the state.

Vermont has shown moderate growth in it hemp acreage with 24 registrants cultivating 129 registered
acres in 2016, a 70% growth over 2015.

Virginia implemented an industrial hemp program in late 2015 and has issued 28 licenses for a total of
37 registered acres in approved location throughout Virginia in 2016. However, this acreage is marked
purely for research purposes with three universities participating®. 2016 also marked the first year of
cultivation for West Virginia as well. Total registered acreage in the state was 66.5 with approximately 10
of those acres in production from 8 registrants throughout the state.

Several hemp states, including Utah, Michigan, Delaware, lllinois, and Indiana require that any hemp
cultivation take place under the umbrella of research and be conducted through a state university with the
sale and market of locally produced hemp prohibited. However, this designation has stalled growth as
currently there are no registered acres in several of these states despite substantial interest from private
citizens. Similarly, New York has also limited hemp production to universities; however, one notable
difference is that hemp produced on the 30 registered acre is available for commercial sale.

Other states, including Washington and Minnesota are currently in the process of developing rules and
regulations to implement their recent hemp legislation with plans for growth in 2017.

4 Estimates obtalned through interviews with official at state departmenis of agriculture in hemp producing states.
% State officials estimate that half of officially registered acres in Oregon have been planted in 2016.
% James Madisen University, Virginia Polytech [nstitute, and Virginia State University.

© Seed CX Ltd. 2016 | 2
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Looking Forward

As hemp legisiation changes across the country, the nature of hemp production will begin to shift. As
more states pass legislation and ease restrictions, hemp production will begin to grow. One state that
shows promise is Montana. With 34 applicants for the 2017 growing season, Montana is poised to take
advantage of the recent legalization within the state. While other hemp states need to take time to adapt
foreign cultivars to local climates, Montana's proximity to Canada and similar climate give it a unique
advantage. Canada has been growing legal hemp since 1998 and has had time to created established
cultivars that fit the climate. These cultivars should be able fo easily take hold in Montana, giving the state
a unique head start in the creation of a viable hemp industry”. North Dakota finds itself in a similar
situation going forward. With easy access to Canadian cultivars and an established hemp program, North
Dakota looks ready to take full advantage of U.S. hemp. However, current weather conditions have taken
a significant tole on the 2016 crop with heavy rains destroying research plots at North Dakota State
University.® North Carolina also poses as an interesting piece in the future of hemp. 2017 will mark its
first growing season, but several important pieces of infrastructure have already been put into place,
including several hemp associations and cooperatives as well as the country's largest hemp fiber
processing facility.®

As the largest agricultural state, California could act as a significant player in the hemp industry. While
industrial hemp legislation has technically passed within the state, its implementation is contingent on
federal legalization. This restriction has limited the natior’s largest agricultural player to an onlocker until
federal law is changed.

Conclusion

Industrial hemp cultivation in the United States is currently dominated by Colorado, Kentucky, and
Tennessee as these states were the first to implement the appropriate industriai hemp legislation
following the passage of the 2014 Farm Bill as well as the proper infrastructure. While these states seem
poised to continue this trend, as state specific cultivars are developed and yields increase, other state like
Oregon, Montana, and North Dakota appear ready to join them. Other states find themselves in various
stages of establishing viable hemp industries with some more equipped to produce commercial hemp
while others have iimited their future growth through restrictive policies.

7 Legal restriction may slow Montana's growth as sale and markeling of hemp produced within the state has not been decided.

& Kutson, J. (2014, August 14). Heavy summer rains devastele NDSL industrial hemp research plot. Retrieved from The Bismarck Tribune:;
http://bismarckiribune.cominews/state-and-regional/heavy-summer-rains-devastate-ndsu-industrial-hem p-research-plat/article _39772fae-f485-51c7-
8bed-c6571e20046f html

9 Hemp, In; (2018). Hemp, Inc. Expected fo Have 200,000 Pounds of LCMs in Inventory for Sale [Press release]. Retrieved from
http:/financialnewsmedia.com/profiles/hemp.himl

© Seed-CX Ltd. 20186 3



Overview of U.S. Hemp Seed Imports

As one of the world’s leading consumers of industrial hemp, the United States serves as the major import
center for various hemp products including hemp seed. Hemp seeds enter the United States in a variety
of forms: whole hemp seeds ready for planting, sterilized whole hemp seeds ready for human or animal
consumption, and de-hulled hemp seeds. .

Hemp Seed Import Data

One of the most cited articles regarding industrial hemp in the United States, Hermp as an Aqricuituraf
Commodity’ by Renée Johnson of the Congressional Research Service, analyzes the U.S. importation of
hemp seeds. However, Ms. Johnson only used official U.S. import data until 2013 and supplements
several gaps in her research with other sources. She mistakenly notes that the U.S. stopped recording
data for industrial hemp seed imports, although after further investigation Seed CX found that the
Harmonized Commodity Description and Coding System, or Harmonized System (HS)? had simply been
changed. As such, presented below is the most complete trade statistics of hemp seed entering and
exiting the U.S. published to date, using data from U.S.A. Trade Online® where it can be traced using the
HS gsysiem,

The HS system utilizes a coded sequence that can be narrowed down to the 4-digit level which
corresponds to major commaodity categories like fruits or cereals, the 6-digit level which corresponds to
individual products like sunflower seeds or apples, and finally the 10-digit level which breaks down the
products further. The current available trade data* for hemp seed beig imported into the United Sates
can fortunately be narrowed down as far as the 10-digits level which provide for a detailed picture. The
classifications of hemp seeds fall under HS 1207990320%, which is defined as *hemp seed, whether or not
broken” with a standard measure of quantity in kilograms. This definition includes three forms of hemp
seeds: viable whole seed®, non-viable whole seed?, and de-hulled seeds?:

U.S. imports of hemp seeds are presented in Table 1. Imports of hemp seed have increased over the last
five years with a record 35,148,821 Ibs. in 2015. This upward trend has continued through the first half of
20186, with import numbers on track to exceed 40 million Ibs. While this figure can include viable, non-
viable, and de-hulled hemp seeds industry sources estimate that over 90% of this figure is comprised of
de-hulled hemp seeds or heart hemps with viable whole hemp seeds comprising the remainder and non-
viable whole seeds accounting for a marginal amount.

Table 1: U.S. hemp seed imports 2012-2016 (lbs}
Commodity _ 012 2013 2014 2018 2016 Grand Total

Hemp Seeds (HS 1207990320) Z 735,353 5,064,568 B TEE 35,148,821 21458 508 70,540 305
Sowrce; b’SA Trade Onfine, United St&zes Census Bureay, hil ; Q_f»’u r;);‘md LRSS 0T {accasses’Augus:! 2516}
2015 through Jtine }

* Johnson, R. (2015) Hemp as an Agricuitural Commodity. Congrassional Research Service

2 The Harmonized System (H8} codes are developed by the World Customs Organization (WCQ), the codes are used to classify and define
internationally fraded goods. HS B-digit codes are for universal reference, whereas 7-10 digit codes are often unique after the 6th digit and defesmined
by Individual countries of imporf.

3 Provided by the U.S. Census Bureau, USA Trade Online is a dynamic data tool that gives users access to current and cumulative U.S. export and
import data. With muliiple data sets and capabilities, USA Trade Online can assist different fypes of customers from a wide range of industries and
fields. Manufaciurers and other businesses wishing to expand their business globally can utilize USA Trade Online to identify new markets, evaluate
existing markets, and perform other market research tasks. The data available through this tcol can also support economists in Interpreting economic
news and performing academic research, as well assist governments and faderal agencies in analyzing domestic and international trade policies.
https:/fusatrade. census.gov/ . .

“While trade data can often be severely biased due to under reporting or mislabeling of products and often does not corespond to export data from
the countties of origin, U.S. hemp seed import data does alight perfectly with reported Canadian export data.

S Prier to 2012, hemp seed imports were classified under HS 1207950220

8 The importation of viable hemp seed also requires a DEA import permit

" Hermnp seeds are rendered non-viable through a variety of sterilization processes that often involve to a specific temperature.

8 Often referred to as hemp hearts, hulled saeds, or hemp nut.

© Seed CX Lid. 20186 ‘ 1
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Monthly Imports

While Table 1 provides a general overview of hemp seeds entering the United States, it is important to
break down the data further to determine the presence of any seasonal trends and provide additional
insight into the nature of hemp seeds entering the U.S. Figure 1 gives a breakdown of hemp seed imporis
by month and clearly shows a significant increase in imports starting in 2015.

Figure 1i: U.B, hemip seed imports 2012-2016 {ibs} - by month

5,528,371
5500
000K
4550525 i
2560K
400K ‘ 3867575 §
p— 3,707 504
£0000K
2
= 25001
000K 925597, g’
1,880,534
1560K / f\é
é 1445240
0I9K
. 795,572
500K N
251,891 &P 3
: BSEED
o ) _ T e e e
2052 2013 2014 w15 3015

Time

Source 84 Treds Oniine, United Sialses Census Bureey, s Anaimde.consns qoy faccessed Avgust 1. 2016}
2048 ihrough June

These surges can be attributed to the large increases in hemp acreage of the United States’ major hemp
trading partner, Canada. According to Health Canada? in 2014 Canadian hemp seed registered acreage
increased to an all-time high of 108,502 acres, with a decrease in 2015 to 84,663 registered acres. This
expansion in Canadian acreage likely lead directly to the surges in hemp seed imports into the U.S. in
2015 and 2018. Additionally, Figure 1 can also give some insights into the seasonal nature of hemp seed
imports. Prior to 2015, hemp seed imports appear relatively stable throughout the year. However, the
beginning of 2015 and 2016 show decreases in imports in late fall and early winter. These dips may be
attributed to the growth patterns of hemp in North America. As an annual crop, hemp is typically planted
in early to middie summer and harvested in September or October. This decreases in exports may be due

to these harvest patterns as supplies dwindle towards the end of fall, just prior to the next season’s
harvest. )

® Health Canada acts as the administrative and re
Centrolled Drugs and Substances Act.

10 Official acreage reported by Health Canada. Accessed through Canadian Hemp Trade Alliance. hitp:/ http:/fwww. hemptrade.ca/

gulatory body of the industrial hemp program under the Industrial Hemp Regulations provision of the

© Seed CX Ltd. 2016 : 2



Imports by Country

Table 2 gives a breakdown of hemp seed imports by country and while Canada comprises the vast
majority of imports in the United States, several other countries export hemp seed to the U.S.

Table 2: U.S. hemp seed imports 2012-2018 {ibs} - by exporting country

Time

Exporting Courtry ser2 ... 2013 LB L RIS Y 4L A Grand Totat

Canada 27165235 4 P97 AR5 5,570,855 33,701 851 2004408 985584543

China eoe ReIrAL] ) 17085 A64,225

Romaniz 83.2e2 04120 200,800 83,300 241,772

India 308,177 HOATT

Netharlands . 3 906 17861 . 0027

Ireiand : 2.7 1478 40451 4,180 54,955

italy 860 1REI 20,430 )
Lithuania 17424 17424

Gennany 3200 $E2E 287G 34 867

Mexico 13,142 . . 11,141

Uniited Kingdom 1098 2153 528 ame
Franse 1.10'.7. . 1100

Grand Totat 2725883 5.024 368 §,522,755 35,148 831 21,455,506 74,540,255

Source: USA Trade Gm;l'ne( .Unft.ec} é:a(es Census Eyrsau, tfj@emma-‘*nn@ -'.:-;irfbti.w "o" coass 1Augus: 1; 29?' 8i . .

2016 through Juns

In 2015, Canada exported 34,701,851 Ibs. of hemp seeds to the Unjted States which makes up
approximately 99% of total U.8. imports for that year. Even though Canada continues to be the number
one source of hemp seeds, the U.8. receives deliveries from increasingly more countries. China is the
next largest source of hemp seeds, accounting for 0.8% of imports over the five-year period. Romania is
the third largest source, entering the U.S. hemp seed market in 2013 and accounting for 0.8% in the
same time frame. In addition, imports from India increased from zero to 300,177 Ibs., and became the
second largest hemp seed source for the U.S. for the first half of 2016. Several European Union
countries, including the Netherlands, ltaly, Germany, and to a lesser extent The United Kingdom and
France, have recently begun hemp seed exports to the United States.

A Look into Canadian Hemp

As the primary exporter of hemp seeds to the United States, it is important to locate Canadian production.
This analysis can provide a better understanding of the points of origin and import channels that hemp
seeds entering the U.S. must travel through. While the official U.S. Census Bureau data does not record
point of origin nor the exporter, this information can be determined through surveys and interviews with
hemp seed market participants as well as through inference. Figure 2 gives a breakdown of officially
registered, historical hemp acreage in Canada by province which can help inform us as to where this
hemp seed is coming from.

© Seed CX Ltd. 2016
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Figure 2: Canadian hemp acreage 2003-2016 (acres) - by province
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The overwhelming majority of hemp acreage is located in the Canadian Prairie provinces of Alberta,
Saskatchewan, and Manitoba with an upward trend in acreage in recent years. It is not surprising to find
hemp flourishing in these regions as these locations comprise a large majority of their production of more
traditional grain like wheat and rye. Hemp can slot easily into the crop rotation of these traditional grains
like winter wheat as it is a summer crop that can suppress weeds and loosen soils prior to the planting of
winter cereals. In Canada, hemp is exclusively harvested for its seed targely for regulatory reasons. Hemp
derived CBD cannot currently be harvested or extracted in Canada. Fiber is not currently considered
widely economically viable due to a lack of processing facilities within an economic radius (in interviews,
an ‘economic radius’ was considered to be a distance of within 100 miles) and stiff competition from Asia,
principally China.

Through an economic concentration analysis conducted by Seed, two companies, fManitoba Harvest
Hemp", Hemp Qil Canada’ and Hemp Production Services'®, stood out as the largest processors and
wholesalers of hemp seeds in the Canadian Prairie region. Exports from these companies enter the U.S,
in a variety of packages, including 2000 lbs grain bags, 50 Ibs bags, and an assortment of Consumer
Packages Goods (CPG). With Canada comprising the majority of hemp seed exports to the United States
and Manitoba Harvest Hemp and Hemp Oil Canada comprising the majority of those exports, these two
firms act as the two largest suppliers of hemp seed products in the United States.

" As the world's largest vertically integrated hemp food manufacturer. Manitoba Harvest is involved in every aspect of the hemp production process,
from "seed-to-shelf.” The company's hemp-exclusive, consumer-facing 100% all-natural product lineup includes hemp hearts, protein powder, and
snacks. Manitoba Harvest has developed longstanding relationships with hemp suppliers and currently maintains relationships that provide accsss to
over 80% of the hemp acreage in Canada. itfps//manitobaharvesi.com/

2 One of the world's largest bulk wholeszle producer, private label packager, and custom processor of hemp food products and ingredients. Hemp Oil
Canada exports giobally to more than 15 international destinations including the European Union, UK, Asia, South Africa, and throughout Nerth

America. hitp:faanw. hempaiican, com/
8 HPs offers a "complete supply chain solution for sourcing hemp bulk food ingredient™. hitg:/fwww. nempproductionservices. com.

© Seed CX Ltd. 2016 : 4



Entry Points

Hemp seed imports enter the United States through a variety of channels and import locations. Table 3
provides a breakdown of hemp seeds passing through major U.S. border checkpoints.

Tabie 31 LS. hemp seed imports 2012-2016 {lbs] - by import district

itnport District 1z 2013 20;;““9 o 2015 2018 Grand Tota!
Pembina, NO 4784575 3,260,010 3937996 22516716 19,584 142 81,283,752
Detroit, Mf 478,803 767,333 . BmaI L 1050 522,536 3308597
Seattle, WA Way ™ 588 366,056 ‘ 604,248 455,352 2B LT
Great Fails, MT 38148 85,184 386596 o aE2ape IS4G 1357 454
$an Francisco, CA 13,432 315838 215588 3,206 600,025
New York City, N 744 41,806 1 185,254 145 082 F70.800
Buftaio, MY 45,128 28578 56,956 100,45 26,543 285435
Miami, FL : 23,108 49550 172,387
Los Angeles, CA 5,500 5,800 13207 3,966 72773
Baltimors, MD 3930 3381 46561 B £730 508 57980
Duiuth, KN 4248 4% 489
Dydensburg, NY 19,505 5706 25381
Norfolk, ¥ ‘ 12,515 2515
Chicage, . : . goms 2,970 1,055
Tievefand, OH 379 1508 4 8e1
St. Albans, VT P 250
Grand Yot 27amgE  Sosess pazmrs smsmEn 21,45.508 70.540,305

Sowrce: USA Trade Online, United Sistes Censtis Bursauy, fifusisatage, ams any fattessad August {, 20163
2016 frough June

Pembina (ND), Detroit (M), Seattle (WA), Great Falls (MT), and San Francisco (CA) have been the top
five entry points of hemp seed imports during the five-year period. In 2015, the top destination of hemp
seed import was Pembina, North Dakota, with a quantity of 32,516,719 Ibs, counting for nearly 93% of the
entire imports in 2016 and 61,283,252 Ibs over the five-year period, which accounts for 87% of all import
within that time frame. With Manitoba Harvest Hemp and Hemp Oil Canada headquartered just across the
border in Winnipeg, it is no surprise that Pembina is the major U.S. import location.

Conclusion

Currently, an overwhelming majority of 35 million Ibs. of hemp seed products entering the United States
originates from several large Canada companies. While this import data help provides some insights into
the nature of hemp seed entering the U.S., Seed CX is currently conducting a more detailed supply chain
analysis,
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