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Introduction 

The public expects that pharmacists will take reasonable steps to protect drugs on their 
premises from loss, theft or diversion. This expectation is reflected in federal and provincial 
legislation including the Narcotic Control Regulations, the Food and Drug Regulations, and the 
PEI Pharmacy Act and Regulations. This expectation extends to both the pharmacy manager 
and the pharmacist on duty. 

Fulfilling this expectation requires diligence against both external and internal loss, theft and 
diversion (LT&D). Suitable locks and alarms, and diligence in identifying and addressing 
fraudulent prescriptions are examples of activities to protect against external LT&D. Protecting 
drugs from internal LT&D requires additional strategies including a hiring and screening process 
for staff, and robust narcotic, controlled and targeted drug reconciliation procedures. 

Reconciliation is a careful and methodical process of auditing the recorded versus actual 
purchases, dispenses, and on hand quantities of drugs. While they are not quickly performed 
activities, they are important for identifying problems which can subsequently be investigated 
and addressed. 

 

Purpose 

The Narcotic, Controlled and Targeted Drug Reconciliation Practice Directive is intended to 
provide pharmacy managers with an effective means to assist them in assuring that the 
narcotic, controlled and targeted drugs in the pharmacy are secure from internal loss, theft and 
diversion. This practice directive represents the minimum requirements expected of 
pharmacies in achieving this purpose. 
 

 

Responsibility 

It is the responsibility of the pharmacy manager, pharmacy owner, and every director of a 
corporation that owns a pharmacy to ensure compliance with this policy. 
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Directive 

Pharmacy managers will ensure the following reconciliations are performed for narcotic, 
controlled and targeted drugs.  Narcotic and controlled drugs must be reconciled monthly. 
Targeted drugs must be reconciled every six months.  

1 Physical Inventory Reconciled with Computer or Manual Perpetual Inventory 
 

A physical count of the inventory provides an essential baseline for future reconciliations. 

1.1 A physical count of the inventory of narcotic and controlled drugs must be completed on 
a monthly basis.  A physical count of the inventory of targeted drugs must be completed 
at least once every six months.  

1.2 In addition to routine counts, a physical count of the inventory must be completed:  

• whenever there is a change in pharmacy manager,  

• after any break and enter or theft from the pharmacy,  

• after any recent change in pharmacy staff, or  

• after any event that creates concern that security of the drugs may have 
been compromised. 

 
1.3 The inventory should not be solely counted by the same individual who exclusively 

enters the purchases into the computer or manual purchase log*. 
 

1.4 The inventory should be documented in a separate and dedicated record that is retained 
for two years. The record must include: 

• the name, DIN, strength, form and quantity of the drug counted,  

• the signature of the counter, and 

• the date the count was completed. 

1.5 The inventory reconciliation record must be stored in a readily retrievable format in the 
pharmacy, in a location separate and distant from the storage of the monitored drugs. 

1.6 The physical count of the inventory must be reconciled with the perpetual inventory 
count (inventory in computer or on manual perpetual inventory record*). 

1.7 Any discrepancy must be investigated by reviewing records of purchases and sales. The 
identified source of any discrepancy and any reconciling entries made must be recorded 
on the inventory reconciliation record. 

1.8  Shortages which can not be reconciled must be reported to the Office of Controlled 
Substances (OCS) within 10 days.   
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1.9 The OCS “Loss or Theft Report Form for Controlled Substances and Precursors” can be 
accessed on the Health Canada website and may be submitted by email or fax:   

https://www.canada.ca/content/dam/hc-sc/documents/services/publications/healthy-
living/loss-theft-controlled-substances-precursors/loss-theft-report-form-controlled-
substances-precursors.pdf 

Further information can be found in Health Canada’s guidance document “Reporting 
Loss or Theft of Controlled Substances and Precursors”: 

https://www.canada.ca/en/health-canada/services/publications/healthy-living/loss-
theft-controlled-substances-precursors.html 

1.10 A copy of the report sent to the OCS must be forwarded to the PEIPC. 

 

2 Invoices Reconciled with Purchase Record 

Invoices for purchases of monitored drugs should be randomly audited to ensure they are 
accurately entered into the computer record or manual perpetual inventory record*. 

2.1 Pharmacies must establish a feasible process to achieve this reconciliation in 
consideration of the capabilities and limitations of the pharmacy’s software system (i.e. 
audit performed in real-time [same day as the product is received] or retrospectively). 

2.2 Pharmacies should audit a random selection of 10% of narcotic and controlled drug 
invoices received each month.  A random selection of 10% of targeted invoices should be 
audited every six months. 
 

2.3 The date and time of the audit must not be predictable. 
 

2.4 Any discrepancy is to be investigated, addressed and documented. 
 

2.5  A record of invoices and/or purchases that have been found not to be recorded is to be 
maintained and filed with the inventory reconciliation record. 

 
3 Sales Report Reconciled with Filed Prescriptions  

3.1 The narcotic, controlled and targeted drug sales report should be printed and reviewed, 
reconciling it with the filed prescriptions for narcotic, controlled and targeted drugs 
dispensed to ensure: 

https://www.canada.ca/content/dam/hc-sc/documents/services/publications/healthy-living/loss-theft-controlled-substances-precursors/loss-theft-report-form-controlled-substances-precursors.pdf
https://www.canada.ca/content/dam/hc-sc/documents/services/publications/healthy-living/loss-theft-controlled-substances-precursors/loss-theft-report-form-controlled-substances-precursors.pdf
https://www.canada.ca/content/dam/hc-sc/documents/services/publications/healthy-living/loss-theft-controlled-substances-precursors/loss-theft-report-form-controlled-substances-precursors.pdf
https://www.canada.ca/en/health-canada/services/publications/healthy-living/loss-theft-controlled-substances-precursors.html
https://www.canada.ca/en/health-canada/services/publications/healthy-living/loss-theft-controlled-substances-precursors.html
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• that a valid prescription is on file for the dispensing of the monitored 
drug, and 

• that all prescriptions are accounted for (i.e. there are no missing 
prescription numbers in the prescription file). 
 

3.2 Pharmacies should review a random selection of 10% of narcotic and controlled drug 
prescriptions filled each month. A random selection of 10% of targeted drug 
prescriptions should be reviewed every six months. The review will include obtaining the 
original written prescription and reconciling it with the computer record of dispensing. 

3.3  Any discrepancy is to be investigated, addressed and documented. 
 

3.4 A record of identified discrepancies and their resolution will be maintained and filed 
with the inventory record. 

 
4 Reconciliation of Purchases and Sales Records 

It is necessary to ensure that all monitored narcotic, controlled, and targeted drugs can be 
accounted for through the dispensing of valid prescriptions.  

4.1 Pharmacies will print a report of any manual adjustments to the computer inventory of 
narcotic and controlled drugs each month and document the reason(s) for these 
adjustments(s). The same process must be followed for targeted drugs at a minimum of 
every six months. In the absence of being able to generate a report of any manual 
adjustments to the computer inventory, a pharmacy will routinely reconcile the 
purchases of each narcotic or controlled drug with its sales. 

4.2 Each month, a pharmacy will audit a random selection of 10% of the narcotic and 
controlled drug inventory, reconciling the total purchases with the calculated inventory 
[(sales + on-hand quantity) – beginning inventory]. Targeted drug purchases will be 
audited every six months. 

4.3 Any discrepancy must be investigated by reviewing records of purchases and sales. 
Identified source of discrepancy and reconciling entries must be recorded on inventory 
record. 
 

4.4 Any shortage which cannot be reconciled must be reported to the Office of Controlled 
Substances (OCS) at Health Canada within 10 days. 
  

4.5  A copy of the report sent to the OCS must be forwarded to the PEICP within 10 days. 
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Note: * If a pharmacy does not have a computer generated perpetual inventory, staff must 
maintain a manual perpetual inventory. This includes keeping a separate record for each drug 
on which is recorded each purchase and each sale with a resulting running balance. 
 
 



  
 

Signature of counter  Signature of pharmacy manager  

 

Physical Count of Inventory Reconciled with Computer/Manual Record 

Date: _________________ 

A computer-generated inventory report can be used as the documenting form for the reconciliation, recording on that report the 

actual physical count of each drug and an explanation for any variance. The report is to be signed by the individual taking the 

inventory and the pharmacy manager. 

Drug (Name, DIN, Strength, 
Form) 

Computer/ Manual Perpetual 
Record of On-hand Inventory 

Actual Count of 
On-hand Inventory 

Difference Explanation of difference 

     

     

     

     

     

     

     

     

     

     

     

     

     

     



  
 

 

Invoices Reconciled with “Quantity Received” Computer Entry 
Date: _________________ 

Randomly select 10% of the narcotic and controlled drug invoices received each month and audit them to ensure that the quantities received 
were accurately entered in the computer (or manual perpetual inventory) record.  Complete this process for targeted drugs every six months. 

Date of Audit Invoice Date Invoice # Noted Discrepancies and 
Explanation 

Signature of Auditor Initials of Pharmacy 
Manager 

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      



  
 

 

Sales Report Reconciled with Filed Prescription Hardcopies 
Date: _________________ 

Randomly select 10% of the narcotic and controlled drug prescriptions filled each month from the sales report (generated by the computer) and 
audit them against the filled prescription hardcopies to ensure that a valid prescription is on file and that it was filled and processed 
appropriately.  Complete this process every six months for targeted drugs.  

Date of Audit Number of Rx’s 
Reviewed  

Noted Discrepancies and Explanation (Include 
Rx# , Date and Drug) 

Signature of Auditor Initials of Pharmacy 
Manager 

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

 



  
 

 

Manual Adjustments/ Reconciliation of Purchases and Sales 
Date: _________________ 

A computer generated manual adjustment report can be used to document the reason(s) for any manual adjustment(s) each month. 

In the absence of being able to generate a report of any manual adjustments to the computer inventory, a pharmacy will routinely reconcile the 
purchases of 10% of the narcotic, controlled and targeted drugs in its inventory with its sales.  This should be completed monthly for narcotic 
and controlled drugs and every six months for targeted drugs.  

Drug (Name, DIN, 
Strength, Form) 

Date of 
Last 

Count 

Quantity at 
Last Count 

ADD: 
Total Purchases 

(since last count) 

SUBTRACT: 
Total Sales (since 

last count) 

EQUALS: 
Hand 

Quantity 

Actual on-
hand Count 

Discrepancy Explanation and 
Correction Action 

         

         

         

         

         

         

         

         

         

         

         

         

 
Signature of Pharmacy Manager:______________________________ 


