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Subject
A proposal on fees for the Secure Medicine Return program.
Summary
In June 2013, the King County Board of Health passed Rule & Regulation 13-03 creating BOH Chapter 11.50 requiring the safe collection and disposal of unwanted drugs from residential sources through producer provided and funded product stewardship plans.  Attachment 1, Overview of King County Secure Medicine Return Rule & Regulation, summarizes the regulations.  Before these Regulations can be fully implemented, the Board of Health must decide on appropriate fees that will be charged to a producer or producers participating in a stewardship plan to recover Local Hazardous Waste Management Program (LHWMP) costs for plan review and oversight. Section 11.50.160(D) of the King County Board of Health Code states that “As soon as practicable, the director shall propose to the Board of Health a schedule of fees to be adopted by rule and charged to a producer or group of producers to cover costs of administering and enforcing this chapter. Fees shall be calculated to recover actual costs.” 

At the April 17 Board of Health meeting, the Board received a first briefing on the fee proposal. The purpose of this staff report is to summarize key elements of proposed fees, stakeholder notice and outreach, and present a fee schedule for consideration by the Board of Health. 
Key Elements of Proposed Fees
1. What are the fees for? The regulations require drug producers participating in a stewardship plan to cover King County’s actual costs for administering and enforcing the adopted regulations (BOH 11.50.160). Specific activities listed in the regulations include: review and approval of stewardship plan(s); reviewing a petition to use an alternative disposal technology; oversight of annual operations; and, any enforcement activities. Board of Health fees are not used to fund the collection system established by producers. All operational costs are paid by the producers participating in the stewardship plan. Total program costs – operational costs and Board of Health fees - are estimated between one and two cents per prescription dispensed in King County. 

2. Who pays? It is expected and desired that individual drug producers participating in a standard stewardship plan would share the cost of fees. The method of cost sharing will be determined by producers participating in the stewardship plan. In other stewardship programs currently operating, it is common practice to assign program costs by relative market share. Hypothetically, if the fees being considered by the Board were evenly distributed among the 161 producers who have already provided notice of their intent to participate in a stewardship plan and they joined the same plan, each of those producers would pay $284 for plan review and the first year’s operational fees. In the second year of operation, each producer would pay an operational fee of $186. No program costs – operational costs or Board of Health fees - would be paid by individual collection sites.

3. How is over/underpayment avoided? Fees are based on detailed effort estimates prepared by program staff with considerable knowledge of product stewardship systems. However, because this system is new to King County, effort estimates and fees will need to be refined after the program is implemented and data is available on the effort and cost of the County’s oversight. During this initial phase of program, Subcommittee members provided direction to establish administrative and legislative processes for assuring that only actual costs are paid, reducing any potential for under or overpayment. Specifically, this will be accomplished by:

a. Plan Review Fees. Where actual costs are lower than the fee collected, the difference will be credited to the first year’s operating fee. Where actual costs are higher, the stewardship plan operator will pay the approved hourly fee for all hours necessary to complete the plan review. 
b. Annual Operations and Hourly Fees.  Fees will be reviewed and updated every three years, with actual cost and effort data from the previous three years being used as the basis for fee revisions. Any differences will be managed through refund (overpayment), or charging the proposed hourly fee (underpayment). 
c. Administrative Oversight. Actual costs will be tracked through unique project and task coding in the County’s financial system. Charges will be reviewed regularly to assure proper coding and consistency with County and Local Hazardous Waste Management Program fiscal policies. The proposed fee schedule reflects an assumed increase of up to 5% per year for three years. The director shall reduce fees from these assumed levels if the fees are higher than actual costs. 
d. Board of Health Oversight. The Director will provide program fiscal reports to the Board of Health annually, including recommendations for any adjustments necessary to reflect actual costs. The Board of Health will review and as necessary, revise the fee schedule every three years or sooner if it is determined that significant differences exist between expenses and revenues.

Stakeholder Notice
Notice of the proposed fee schedule was provided to the public and potential fee-payers through the following:

1. Published Board of Health Agenda. The Board’s agenda published prior to the March 2014 meeting included the proposed fee schedule and a summary of policy issues reviewed by the Board’s Secure Medicine Return Subcommittee. A representative from one major pharmaceutical producer was present for the briefing provided at the Board’s March meeting. 

2. Industry Letter from Board Chair. On April 24, 2014, Chair McDermott sent an invitation to comment on the proposed fee schedule to 18 stakeholders who provided comment and testimony on the original regulation. Staff also distributed a copy of the invitation to 161 drug producers who have already provided their notice of intent to participate in a stewardship plan.

3. Implementation Website Listing. The proposed fee schedule was posted to the program’s implementation website (www.kingcountysecuremedicinereturn.org) soon after information on the proposed fees was published as part of the Board of Health’s March meeting agenda. 

4. Email and text notification. Email and text notification were provided on two occasions to at least 225 individuals and companies who have registered to receive regular program implementation updates. 
Fee Proposal
The proposed fee schedule to be charged to producers to cover actual costs is summarized in the table below.

	Fee Type
	Effort Estimate
	Proposed Fee

	
	
	2015
	2016
	2017

	Plan review and annual operations (charged to each plan operator)
	
	

	Plan review (one-time)[footnoteRef:1] [1:  Total fee paid in advance by the stewardship plan operator for plan review, regardless of the number of producers participating in that plan (BOH 11.50.120).] 

	137 hrs.
	$15,750
	$16,500
	$17,500

	Annual operations[footnoteRef:2] [2:  Annual operations fee, paid in advance, for Director to assure that stewardship organization is operating in compliance with approved plan (BOH 11.50.160).] 

	259 hrs.
	$30,000
	$31,500
	$33,000

	Review of substantial changes[footnoteRef:3] [3:  Plan operators must receive prior approval from the Director for substantial changes in plan operations (BOH 11.50.130)] 

	4 hrs.
	$464
	$488
	$512

	Hourly fee[footnoteRef:4] [4:  Fees for any actual costs above what is collected through initial plan review and annual operations fees.] 

	n/a
	$116/hr.
	$122/hr.
	$128/hr.

	“Conditional” fees (charged to each plan operator)

	Plan resubmittal[footnoteRef:5] [5:  Actual cost for agency time to review plan resubmittal when initial plan not approved (BOH 11.50.120.D.). ] 

	n/a
	$116/hr.
	$122/hr.
	$128/hr.

	Agency plan development, if resubmittal not approved[footnoteRef:6] [6:  If a revised stewardship plan is rejected, the Director is authorized to develop and impose changes to some or all components of the proposed plan (BOH 11.50.120.E.2.).] 

	
	
	
	

	Request to use alternative disposal methodology[footnoteRef:7] [7:  Stewardship plan operators may petition the Director to use an alternative to hazardous waste disposal, when the proposed method provides equivalent or superior environmental and human health protection (BOH 11.50.080.B. & C.). ] 

	
	
	
	

	Enforcement for non-compliant stewardship plans
	
	
	
	

	“Conditional” fees (charged to producers not participating in a plan)
	
	

	Enforcement for non-compliant producers
	n/a
	$116/hr.
	$122/hr.
	$128/hr.



The fees in the preceding table are reflected in the proposed fee rule and regulation, and with the Board’s approval, would add a new chapter to BOH Title 2. 
Attachments
1. Overview of King County Secure Medicine Return Rule & Regulation
2. [bookmark: _GoBack]Proposed Secure Medicine Return Fee Rule and Regulation (BOH Title 2)
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