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I ntoxicating hemp products are roiling the cannabis industry.

State lawmakers and regulators are wrestling with ways to create guardrails around the largely unregulated market, but their
efforts have often been stymied by lawsuits from hemp companies.

Congress isfacing calls from state attorneys general and marijuana trade groups to crack down on the burgeoning market for
intoxicating products by tightening the legal definition of hemp in the next farm bill.

And the debate over the issue is splintering the cannabis industry, with operators in state-legal marijuana markets pushing for
hemp operators to have to adhere to the same stringent rules and regulations.

The U.S. Hemp Authority is now stepping into the fray, announcing that it’s expanding its product certification program to
include intoxicating products — or adult use products, in the industry’ s preferred parlance. The group said the program will
establish voluntary standards for good manufacturing practices, accurate labeling and other provisionsin line with FDA
requirements for dietary supplements and food and beverages.

The U.S. Hemp Authority has also tapped cannabis industry veteran Chris Fontes to be the group’ s new president asit takes
on this endeavor. Fontes is currently the CEO of High Spirits Beverages, and he has also worked with Trojan Horse
Cannabis, Project Hemp Flower and Hemp Exchange.

POLITICO caught up with Fontes on Thursday to discuss the group’ s reasons for taking on intoxicating products, the
growing tensions between hemp and marijuana companies and the current risks facing the nascent hemp industry.

“Make no mistake that we're in critical times,” Fontes said. “It's extremely important that we're all on the same page and
we're speaking the same narrative. That narrative includes proper, safe regulations for consumers and reasonabl e excise taxes
that will make regulators be able to function.”

This Q& A has been edited for length and clarity.
Why are you launching this certification program for adult use products at this point?

This process started a couple years ago. The first iteration of a certification program did not support adult use products, and
there weren't alot in the market that were really being produced in a good way by good actors. That number has increased
drastically. More and more folks that care about creating good products and having good regulations and good safety profiles
are engaging in this space. So for yearsit’s been on the radar, but it really took industry to be in a place where it would
accept this concept in order to make it function.

The goal hereisto realy unify the industry under this concept that adult use hemp products are okay, aslong as they're done
in a safe and clean manner. We want to show that the industry is capable of self-regulation, because that's what we need to be
doing right now [with the] lack of federal guidance.

Whereareyou in this process? What comes next?
We'rein the industry stakeholder phase. We have an industry stakeholder technical committee, which did theinitial draft of

the certification requirements and the different things we'll hold people accountable to. And we sort of put a stamp of
approval on that for this step, which isto releaseit publicly to industry stakeholders for additional feedback.
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We're taking input from other trade associations, other manufacturers, retailers, regulators, etc. to figure out how best to
move forward and if what we've come up with in asilo, if you will, is going to be well received and accepted and we haven't
missed anything.

How would you characterize wherethisindustry is at thismoment, in terms of how it's evolved over the past five-plus
year s since hemp was legalized under the 2018 farm bill?

The industry has grown up alot. There's amuch larger industry today than there was a couple years ago. We're seeing
marijuana operators jump in and engage in the hemp sector, which isfairly new.

We're reaching atipping point where most people that are able to ook at what is the best outcome for cannabis as awhole
industry — not just a subsection of the industry — are starting to realize that the hemp opportunity really isaway for usto
create an industry that we all want, instead of the industry that we had to accept through marijuana legalization.

The industry now isin a spot where we have more cohesion, we have bigger, more notable players. The overwhelming
majority of people in the space are pro-regulation. They're pro-consumer safety. They're accepting and understanding of
reasonabl e excise taxes to fund regulators to do their job. We really just want safe products available in an easy way to adult
consumers.

Y ou mentioned some marijuana companies moving into hemp, but you're also seeing quite a bit of tension between
hemp companies and marijuana companies. There'safeeling among a lot of peoplein the marijuana industry that
they're being forced to play by a certain set of rules— highly regulated, very strict licensing— and now they're
finding hemp companies saying, 'We can sell intoxicating products and we don't have to operate by any of those
rules." Do you see atension emerging between those two different pieces of the cannabisindustry?

Of course, and the redlity isthis tension comes from lack of federal action, any way you want to sliceit. If you want to say
that the feds should have immediately made hemp productsillegal, that would have removed the tension. If you want to say
the feds should have de-scheduled marijuana right out of the gate, that would have removed the tension. Continuing to [not]
regul ate these products while they're legal, and continuing to state that marijuanais a Schedule | substance, is the creation of
the tension.

Some of this frustration is being misplaced toward the hemp operators and hemp trade associations. | think that's an
understandabl e situation, but it's unfortunate, because at the end of the day the hemp industry didn't create the problem, the
federal government did. It's their inaction that's causing the continuation of the problem.

Marijuana operators are not restricted from participating in the hemp industry. The rules that we're operating under are
available to you. There's no reason that a marijuana company can't engage in that side of the industry and take the same
advantage of the same regulatory leniency. So | feel it's afalse dichotomy, it's afalse flag argument.

It would behoove the marijuanaindustry to generally recognize it's not hemp vs. marijuana. What we're looking at is
cannabis normalization and safe product access for adult consumers. What does that ook like in a perfect world? And can
you move in that direction today?

Y ou've seen many stateslooking at legislation to crack down on intoxicating hemp products. Y ou've seen lettersto
Congress from state attor neys general, from the US Cannabis Council, calling on lawmaker sto significantly tighten
the definition of hemp under federal law. How would you characterize therisk of thismoment for the hemp industry?

Make no mistake that we're in critical times. It's extremely important that we're al on the same page and we're speaking the
same narrative. That narrative includes proper, safe regulations for consumers and reasonabl e excise taxes that will make
regulators be able to function.

Asfar asthe ability for hemp to be completely shut down, | don't have a crystal ball, and anyone that wants to guess what
Congressisgoing to dois likely to be proven wrong multiple times. But | think it's highly unlikely that hemp will be shut
down or the definition will be altered. We've heard from Congress multiple times now that they have no interest in altering
the definition of hemp.

They don't understand the space very well. In fact, when they [enacted] the 2018 farm bill, a number of them didn't
understand what the repercussions of that would be.



Congressis busy dealing with all the different issues they're dealing with right now — divided chambers, election year, al
the other things that come with the farm bill — it'salow priority for them with a high risk tied to it to mess with the
definition right now. So | think it's highly unlikely that it's going to happen. But | wouldn't say that I'm so comfortable that
the hemp industry can just sort of sit on our laurels and wait for good things to happen. It's going to require continued activity
from the hemp space to push the narrative and push for good legislation and good regulations.
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