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INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This annual report on Form 10-K contains certain forward-looking statements and information relating to the
Company and its subsidiaries that are based on the beliefs of the Company’s management as well as assumptions made
by and information currently available to the Company’s management. When used in this report, the words “will,” “may,”
“position,” “plan,” “potential,” “continue,” “anticipate,” “believe,” “expect,” “estimate,” “project” and “intend” and words or f
similar import, as they relate to the Company or its subsidiaries or Company management, are intended to identify
forward-looking statements. Such statements reflect known and unknown risks, uncertainties and assumptions related
to certain factors, including without limitation, competitive factors, general economic conditions, customer relations,
relationships with vendors, governmental regulation and supervision, seasonality, distribution networks, product
introductions and acceptance, technological change, changes in industry practices, onetime events and other factors
described herein. Based upon changing conditions, should any one or more of these risks or uncertainties materialize,
or should any underlying assumptions prove incorrect, actual results may vary materially from those described herein
as anticipated, believed, estimated, expected or intended. Consequently, no forward-looking statements can be
guaranteed. When considering these forward-looking statements, you should keep in mind the risk factors and other
cautionary statements in this Annual Report on Form 10-K. Actual results may vary materially. You are cautioned not
to place undue reliance on any forward-looking statements. You should also understand that it is not possible to
predict or identify all such factors and as such should not consider the preceding list or the risk factors to be a
complete list of all potential risks and uncertainties. The Company does not intend to update these forward-looking
statements.

PART

ITEM 1. BUSINESS

Sharps Compliance Corp. was formed in November 1992 as a Delaware corporation. The information presented

herein is for Sharps Compliance Corp. and its wholly owned subsidiaries, Sharps Compliance, Inc. of Texas (dba
Sharps Compliance, Inc.), Sharps e-Tools.com Inc. (“Sharps e-Tools”), Sharps Manufacturing, Inc., Sharps
Environmental Services, Inc. (dba Sharps Environmental Services of Texas, Inc.), Sharps Safety, Inc., Alpha Bio/Med
Services LLC, Bio-Team Mobile LLC and Citiwaste, LLC (collectively, “Sharps” or the “Company”). Unless the context
otherwise requires, “Company ,” “we ,” “us” and “our” refer to Sharps Compliance Corp. and its subsidiaries.

The Company provides access to all of its filings with the Securities and Exchange Commission (“SEC”) through its
website www.sharpsinc.com, as soon as reasonably practicable after the reports are filed with the SEC. The filings are
also available via the SEC’s website at www.sec.gov.

COMPANY OVERVIEW

Sharps Compliance Corp. is a leading national healthcare waste management provider specializing in regulated waste
streams including medical, pharmaceutical and hazardous. Our services facilitate the safe and proper collection,
transportation and environmentally-responsible treatment of regulated waste from customers in multiple
healthcare-related markets. The markets we manage are small to medium-size generators of healthcare waste

including professional offices (ambulatory surgical centers, physician groups, dentists and veterinarians), assisted
living and long-term care facilities, government agencies, home health care, retail clinics and immunizing pharmacies.
Additionally, our mailback solutions are positioned to manage waste generated in the home setting such as sharps,
lancets and ultimate-user medications which generates business relationships with pharmaceutical manufacturers and
other markets to provide safe and proper disposal. Lastly, we maintain a strong distribution network for the sale of our
solutions within the aforementioned markets.

We assist our customers in determining solutions that best fit their needs for the collection, transportation and
treatment of regulated medical, pharmaceutical and hazardous waste. Our differentiated approach provides our
customers the flexibility to transport waste via direct route-based services, the United States Postal Service (“USPS”) or
common carrier dependent upon quantity of waste generated, cost savings and facility needs. Our comprehensive
services approach includes a single point of contact, consolidated billing, integrated manifest and proof of destruction
repository. Furthermore, we provide comprehensive tracking and reporting tools that enable our customers to meet
complex medical, pharmaceutical and hazardous waste disposal and compliance requirements. We believe the
fully-integrated nature of our operations is a key factor leading to our success and continued recurring revenue growth.
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Our flagship products are the Sharps Recovery System™ and MedSafe® Medication Disposal System. These two
product offerings account for over 50% of company revenues. The Sharps Recovery System is a comprehensive
medical waste management mailback solution used in all markets due to its cost-effective nature and nationwide
availability. The MedSafe solution meets the immediate needs of an increasing community risk associated with
unused, ultimate-user, medications. Developed in accordance with the
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Drug Enforcement Administration (“DEA”) implementation of the Secure and Responsible Drug Disposal Act of 2010
(the “Act”), MedSafe is a superior solution used in both private and public sectors to properly remove medications from
communities and aid in the prevention of drug abuse.

Over the past few years, the Company has made a series of investments to build a robust direct service, route-based,
pickup offering for medical, pharmaceutical and hazardous waste. We have built an infrastructure capable of covering
more than 50% of the U.S. population with permitted trucks, transfer stations and treatment facilities. We continue to
add routes and the infrastructure required for operational efficiency to reach more customers and prospects directly.
Our route-based services, matched with comprehensive mailback solutions, offer us a key differentiator in the market
and the ability to capitalize on larger or regional contracts within the healthcare market. With the growth in
infrastructure to support the route-based service, we have strategically added new distribution for faster and more
cost-effective delivery of products to customers.

We continue to develop new solutions to meet market demands. Over the past five years we have added a robust
portfolio of ultimate-user medication disposal solutions for controlled substances, DEA-inventory controlled
medication disposal for professionals, route-based services for medical, pharmaceutical and hazardous waste and the
TakeAway Recycling System™ for single-use devices (SUDs). The TakeAway Recycle System is an exciting new
solution for the Company as it is a relatively new solution for the market. Single-use devices are constructed of
materials capable of being recycled including plastics, metals, circuit boards and batteries. With an increased
emphasis for more sustainable solutions, the TakeAway Recycle System is a much-needed complement to the
single-use device market.

Our principal executive offices are located at 9220 Kirby Drive, Suite 500, Houston, Texas. Our telephone number at
that location is (713) 432-0300. We currently have 148 full-time employees and 4 part-time employees. We have
manufacturing, assembly, distribution and warehousing operations located in Houston, Texas. We own and operate a
fully-permitted treatment facility in Carthage, Texas that incorporates our processing and treatment operations. The
Carthage facility offers both steam sterilization, autoclave and high heat incineration for the proper treatment of
regulated medical waste and non-hazardous pharmaceuticals. The autoclave system is utilized alongside the
incinerator for day-to-day operations. We believe that our Texas facility is one of only ten permitted commercial
facilities in the United States capable of treating all types of medical waste and pharmaceuticals (i.e., both incineration
and autoclave capabilities). The Carthage location also serves as the Company's main facility for managing our
recycling solution. In August 2016, the Company received the Commonwealth of Pennsylvania Department of
Environmental Protection Bureau of Waste Management permit for the processing of medical waste at its treatment
facility located in northeastern Pennsylvania. The 40,000 square foot facility has been permitted as both a medical
waste treatment facility, using an autoclave, and as a transfer station for medical, pharmaceutical and trace
chemotherapy waste of up to 82 tons per day. The facility is designed to cost-effectively and efficiently process
medical waste generated by the Company’s route-based and mailback customers and doubles as a distribution center of
mailback solutions and has been in operation since November 2016. The Company’s route-based pickup service
business covers over 50% of the U.S. population in areas throughout the South, Southeast and Northeast.
SOLUTIONS OVERVIEW

We offer a broad line of product and service solutions to manage the medical waste and unused dispensed medications
generated by our customers. Our primary solutions include the following:

Sharps Recovery System™ (formerly Sharps Disposal by Mail Systétx : a comprehensive solution for the
containment, transportation, treatment and tracking of regulated medical waste generated outside the hospital and
large health care facility setting. The Sharps Recovery System includes a securely sealed, leak and puncture resistant
sharps container in several sizes ranging from one quart to twenty-eight gallons; USPS-approved shipping box with
prepaid priority mail postage; absorbent material inside the container that can safely hold up to 150 milliliters of
fluids; a bag for additional containment and complete documentation and tracking manifest. The Sharps Recovery
System is transported to our owned or contracted facilities for treatment. Upon treatment or conversion of the waste,
we provide electronic proof of receipt and treatment documentation to the customer through our proprietary
SharpsTracer® system.
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Route-Based Pickup Service: as a full-service waste management services company, we offer route-based medical and
hazardous waste pickup services to customers and prospects that have facilities or branches that generate larger
quantities of medical, pharmaceutical (non-controlled) and limited quantities of hazardous waste or where the
route-based pickup service is preferred. This blended service of mailback and pickup provides cost-savings benefits by
customizing the right solution with each location to reach the best outcome for the customer.

MedSafe®: a patent-pending solution for the safe collection, transportation and proper disposal of unwanted or expired
ultimate-user medications, including controlled substances. MedSafe has been designed to meet or exceed the
regulations issued by the
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DEA implementing the Act, which became effective October 9, 2014. MedSafe is designed for use in retail
pharmacies, long-term care facilities, hospice, hospitals/clinics with on-site pharmacies, narcotic treatment facilities
and licensed law enforcement.

TakeAway Medication Recovery System™ : a comprehensive solution designed to meet or exceed the regulations issued
by the DEA implementing the Act, which became effective October 9, 2014. The solution facilitates the proper
disposal of unused medications (including controlled substances) from ultimate users, which is designed for use in the
long-term care, hospice and consumer markets.

TakeAway Medication Recovery™ DEA Reverse Distribution for Registrants: a DEA-compliant collection, return and
destruction solution for DEA registrants’ expired or unused controlled substances. The system includes prepaid return
transportation, materials to package for return, complete documentation of returned pharmaceuticals and proper
disposal with online proof of destruction.

TakeAway Recycle System™: a solution for the collection and recycling of single-use medical devices from surgical
centers and other healthcare facilities. The system consists of containers designed for use in operating rooms or sterile
processing departments. The containers are placed in a pre-paid return box for shipping to our treatment facilities
where devices are stripped to their basic components and sent to appropriate recycling facilities. The system adds a
much-needed solution to the market in which many single-use devices are reprocessed or disposed of as regulated
medical waste, resulting in wastes that could be recycled.

ComplianceTRACSM: a more advanced web-based version of the Company’s compliance and training program.
ComplianceTRAC is designed to improve worker safety while satisfying applicable Occupational Safety and Health
Administration (“OSHA”) and other requirements for the end-user. The program includes employee training for
bloodborne pathogens, compliance with the Health Insurance Portability and Accountability Act of 1996 and the
Hazardous Communication Standard. The online program also provides access to a database of over a million safety
data sheets (formerly, material safety data sheets), safety plans, regulatory information and facility self-audits. The
program is designed to replace outdated hard copy manuals with an updated platform available 24/7.

Universal Waste Shipback Systems: a jointly-promoted program with Veolia Environmental Services using their
RECYCLEPAK solutions for the collection, transportation and recycling of light bulbs, batteries and other
mercury-containing devices. The solution is marketed to existing and prospective customers as a complement to the
Company’s line of medical waste and unused medication management solutions.

Other Solutions: a wide variety of other solutions including TakeAway Environmental Return System™, SharpsTracer
®, Sharps Secure ® Needle Disposal System, Complete Needle™ Collection & Disposal SystenRitch-It IVT™ Poles,
Asset Return System, Sharps ® MWMS™ (a Medical Waste Management System (“MWMS™)) and Spill Kit and
Recovery System.

MARKET OVERVIEW

The Company continues to focus on core markets and solution offerings that fuel growth. Its key markets include
healthcare facilities, pharmaceutical manufacturers, home healthcare providers, assisted living/long-term care, retail
pharmacies and clinics and the professional market which is comprised of physicians, dentists, surgery centers and
veterinary practices. These markets require cost-effective services for managing medical, pharmaceutical and
hazardous waste.

The Company believes its growth opportunities are supported by the following:

A large professional market that consists of dentists, veterinarians, clinics, physician groups, urgent care facilities,
ambulatory surgical centers and other healthcare facilities. This regulated market consists of small to medium quantity
generators of medical, pharmaceutical and hazardous waste where we can offer a lower cost to service with solutions
to match individual facility needs. The Company addresses this market from two directions: (i) field sales which focus
on larger-dollar and nationwide opportunities where we can integrate the route-based pickup service along with our
mailback solutions to create a comprehensive medical waste management offering and (ii) inside and online sales
which focus on the individual or small group professional offices, government agencies, smaller retail pharmacies and
clinics and assisted living/long term care facilities. The Company is able to compete more aggressively in the medium
quantity generator market with the addition of route-based services where the mailback may not be as cost effective.
The Company’s route-based business provides direct service to areas encompassing over 50% of the U.S. population.
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In July 2015 and December 2015, the Company augmented its network of medical and hazardous waste service
providers with acquisitions of route-based pickup services in the Northeast serving Pennsylvania, Maryland, Ohio and
other neighboring states. In July 2016, the Company acquired another route-based pickup service which expanded
service to New York and New Jersey and strengthened the Company’s position in the Northeast. Through a

combination of
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acquisition and organic growth, the Company now offers route-based pickup services in a twenty-three (23) state
region of the South, Southeast and Northeast portions of the United States. The Company directly serves more than
10,300 customer locations with route-based pickup services. With the addition of these route-based pickup regions
and the network of medical and hazardous waste service providers servicing the entire U.S., the Company offers
customers a blended product portfolio to effectively manage multi-site and multi-sized locations, including those that
generate larger quantities of waste. The network has had a significant positive impact on our pipeline of sales
opportunities - over 60% of this pipeline is attributable to opportunities providing comprehensive waste management
service offerings where both the mailback and pickup service are integrated into the offering.

The changing demographics of the U.S. population — according to the U.S. Census Bureau, 2012 Population Estimates
and National Projections, one out of five Americans will be 65 years or older by 2030, which will increase the need
for cost-effective medical waste management solutions, especially in the long-term care and home healthcare markets.
With multiple solutions for managing regulated healthcare-related waste, the Company delivers value as a
single-source provider with blended mailback and route-based pickup services matched to the waste volumes of each
facility.

The shift of healthcare from traditional settings to the retail pharmacy and clinic markets, where the Company focuses
on driving increased promotion of the Sharps Recovery System. According to the Centers for Disease Control
("CDC"), 38.5% of adults received a flu shot and 28.2% of flu shots for adults were administered in a retail clinic.
Over the flu seasons from 2011 to 2018, the Company saw growth in five years of 10% to 36% and declines in three
years of 13% to 17%. Despite the volatility, Sharps believes the Retail market should continue to contribute to
long-term growth for the Company as consumers increasingly use alternative sites, such as retail pharmacies, to obtain
flu and other immunizations.

The passage of regulations for ultimate-user medication disposal allows the Company to offer new solutions
(MedSafe and TakeAway Medication Recovery System envelopes) that meet the regulations for ultimate-user
controlled substances disposal (Schedules II-V) to retail pharmacies. Additionally, with the new regulations, the
Company is able to provide the MedSafe and TakeAway Medication Recovery Systems to assisted living and hospice
to address a long-standing issue within long-term care.

Local, state and federal agencies have growing needs for solutions to manage medical and pharmaceutical waste — the
Company’s Sharps Recovery System is ideal for as-needed disposal of sharps and other small quantities of medical
waste generated within government buildings, schools and communities. The Company also provides TakeAway
Medication Recovery System envelopes and MedSafe solutions to government agencies in need of proper and
regulatory compliant medication disposal. The federal government, state agencies and non-profits are recognizing the
need to fund programs that address prevention as it pertains to the opioid crisis. MedSafe and mailback envelopes for
proper medication disposal are being funded for prevention programs.

With an increased number of self-injectable medication treatments and local regulations, the Company believes its
flagship product, the Sharps Recovery System, continues to offer the best option for proper sharps disposal at an
affordable price. The Company delivers comprehensive services to pharmaceutical manufacturers that sell high-dollar,
self-injectable medications, which include data management, compliance reporting, fulfillment, proper containment
with disposal, branding and conformity with applicable regulations. In addition, the Company provides self-injectors
with online and retail purchase options of sharps mailback systems, such as the Sharp Recovery System and Complete
Needle Collection & Disposal System, respectively.

A heightened interest by many commercial companies who are looking to improve workplace safety with proper
sharps disposal and unused medication disposal solutions — the Company offers a variety of services to meet these
needs, including the Sharps Secure Needle Disposal System, Sharps Recovery System, Spill Kits and TakeAway
Medication Recovery System envelopes.

The Company continually develops new solution offerings such as ultimate user medication disposal (MedSafe and
TakeAway Medication Recovery System), mailback services for DEA registrant expired inventory of controlled
substances (TakeAway Medication Recovery System DEA Reverse Distribution for Registrants) and shipback
services for collection and recycling of single-use medical devices from surgical centers and other healthcare facilities
(TakeAway Recycle System).
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COMPETITIVE STRENGTHS

We believe our competitive strengths include the following:

Leading national healthcare waste management provider specializing in regulated waste streams, including medical,
pharmaceutical, and hazardous.

Sharps Compliance Corp. is a leading national healthcare waste management provider specializing in regulated waste
streams including medical, pharmaceutical and hazardous. Our services facilitate the safe and proper collection,
transportation and environmentally-responsible treatment of regulated waste from customers in multiple
healthcare-related markets. The markets we manage are small to medium-size generators of healthcare waste
including professional offices (ambulatory surgical centers, physician groups, dentists and veterinarians), assisted
living and long-term care facilities, government agencies, home health care, retail clinics and immunizing pharmacies.
Additionally, our mailback solutions are positioned to manage waste generated in the home setting such as sharps,
lancets and ultimate-user medications which generates business relationships with pharmaceutical manufacturers and
other markets to provide safe and proper disposal. Lastly, we maintain a strong distribution network for the sale of our
solutions within the aforementioned markets.

We assist our customers in determining solutions that best fit their needs for the collection, transportation and
treatment of regulated medical, pharmaceutical and hazardous waste. Our differentiated approach provides our
customers the flexibility to transport waste via direct route-based services, USPS or common carrier dependent upon
quantity of waste generated, cost savings and facility needs. Our comprehensive services approach includes a single
point of contact, consolidated billing, integrated manifest and proof of destruction repository. Furthermore, we
provide comprehensive tracking and reporting tools that enable our customers to meet complex medical,
pharmaceutical and hazardous waste disposal and compliance requirements. We believe the fully-integrated nature of
our operations is a key factor leading to our success and continued recurring revenue growth. Over the past few years,
the primary focus of our marketing efforts has been on educating the marketplace about us as an alternative to the
historical provider of waste services, including medical, pharmaceutical and hazardous.

Vertically-integrated full-service operations.

Our operations are fully integrated, including manufacturing, assembly, distribution, treatment, online tracking and
customer reporting. We have manufacturing, assembly, distribution and warehousing operations located in Houston,
Texas. We own and operate a fully-permitted treatment facility in Carthage, Texas that incorporates our processing
and treatment operations. The Carthage facility offers both steam sterilization, autoclave and high heat incineration for
the proper treatment of regulated medical waste and non-hazardous pharmaceuticals. The autoclave system is utilized
alongside the incinerator for day-to-day operations. We believe that our Texas facility is one of only ten permitted
commercial facilities in the United States capable of treating all types of medical waste and pharmaceuticals (i.e., both
incineration and autoclave capabilities). The Carthage location also serves as the Company's main facility for
managing our recycling solution. In August 2016, the Company received the Commonwealth of Pennsylvania
Department of Environmental Protection Bureau of Waste Management permit for the processing of medical waste at
its treatment facility located in northeastern Pennsylvania. The 40,000 square foot facility has been permitted as both a
medical waste treatment facility, using an autoclave, and as a transfer station for medical, pharmaceutical and trace
chemotherapy waste of up to 82 tons per day. The facility is designed to cost-effectively and efficiently process
medical waste generated by the Company’s route-based and mailback customers and doubles as a distribution center of
mailback solutions and has been in operation since November 2016. The Company’s route-based pickup service
business covers over 50% of the U.S. population in areas throughout the South, Southeast and Northeast. We track the
movement of each shipment from outbound shipping to ultimate treatment and provide confirmation to the customer
for their records using our proprietary SharpsTracer tracking and documentation system. We also track treatment
volumes associated with pickup services provided as part of our blended product portfolio using SharpsTracer. We
also provide customized reporting and comprehensive regulatory support for many of our customers. By controlling
all aspects of the process internally, the Company is able to provide a one-stop solution and simplify the tracking and
record-keeping processes to meet regulatory requirements for our customers. We believe the fully-integrated nature of
our operations is a key factor and differentiator leading to our success and leadership position in our industry.

Highly scalable business model.
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Because of our business model, we can add new business while leveraging our existing infrastructure. Our facilities
can accommodate significant additional volume, incurring only variable costs of transportation and processing. Once
we gain a new customer, our profitability typically increases as our customer base grows with minimal additional
overhead expense due to the embedded nature of our products and the ease with which we can accommodate
additional volume.
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Diverse product markets.

Sharps offers services and products to a wide variety of end markets. The Company’s growth strategies are focused on
our key markets which include professional offices (ambulatory surgical centers, physician groups, dentists and
veterinarians), assisted living and long-term care facilities, government agencies, home health care, retail clinics and
immunizing pharmacies. Additionally, our mailback solutions are positioned to manage waste generated in the home
setting such as sharps, lancets and ultimate-user medications which generates business relationships with
pharmaceutical manufacturers and other markets to provide safe and proper disposal.

Our billings by market for the years ended June 30, 2018, 2017 and 2016 are below (as expressed in percentages of
revenues):

Year Ended June

30,

2018 2017 2016
BILLINGS BY MARKET*:
Professional 33 % 31 % 22 %
Home Health Care 20 % 21 % 22 %
Retail 20 % 19 % 26 %
Pharmaceutical Manufacturer 11 % 16 % 17 %
Assisted Living 7 %6 %6 %
Government 5 %4 %4 %
Environmental 2 %1 %1 %
Other 2 %2 %2 %

100% 100% 100 %
*Customer billings, a non-GAAP measure, includes all invoiced amounts for products shipped during the period
reported. GAAP revenue includes customer billings as well as numerous adjustments necessary to reflect, (i) the
deferral of a portion of current period sales, (ii) recognition of certain revenue associated with product returned for
treatment and destruction and (iii) provisions for certain rebates, product returns, and discounts to customers which
are accounted for as reductions in sales in the same period the related sales are recorded. The difference between
customer billings and GAAP revenue is reflected in the Company's balance sheet as deferred revenue. See Note 2
“Summary of Significant Accounting Policies” in “Notes to Consolidated Financial Statements”. The Company believes
this information about customer billings is useful to investors and other invested parties.
Increased state and federal regulatory attention.
To protect citizens and waste workers from needle stick injuries, ten states have passed state-wide legislation or
regulations making it illegal to discard used sharps into household trash. Numerous cities, such as Seattle, have passed
ordinances making household sharps disposal illegal. Almost all other states, as well as the District of Columbia and
territories have passed educational requirements or released strict guidelines regarding home sharps disposal. Whether
legislation or strict guidelines, most of the U.S. population is required or strongly encouraged to not place used sharps
in the household trash. In addition, several states and counties have passed ordinances requiring businesses such as
hospitals and those that sell syringes to the public, such as retail pharmacies and veterinary clinics, to take back
syringes, once used, in regulatory-compliant sharps containers at no charge to the consumer.
In order to reduce accidental poisonings and pollution of our water and municipal water systems, twenty-two states
and the District of Columbia have introduced legislation over the last few years intended to manage the disposal of
consumer unused medications. Seven states and the District of Columbia have successfully passed such legislation.
Passed or pending legislation related to disposal of consumer medications covers about two-thirds of the U.S.
population. Further, since 2009, the federal government, nine states and several counties have introduced legislation
requiring manufacturer responsibility for consumer generated unused medications. State regulatory agencies are also
addressing this issue, including multiple states which now require healthcare providers to avoid sewer and trash
disposal of non-hazardous unused medications within their facilities. States such as California, Washington and
Minnesota have required assessment and proper treatment by a medical waste disposal company for years. However,
other states such as Colorado and Florida are now requiring even small healthcare providers to segregate unused
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medications for proper disposal. In 2010, Congress passed the Secure and Responsible Drug Disposal Act, leading to
DEA changes to the Controlled Substances Act in 2014, allowing certain DEA registrants to collect controlled
substances from the public. Collection receptacles can now be found in retail pharmacies, long-term care facilities and
hospitals throughout the country. In
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