"CONSULTING e

Lmployee Benefit Consulting Services

UPDATE!! UPDATE!
OTC Drug Purchases with Debit
Cards

IRS Issues New Guidance on OTC
Drug Purchases with Debit Cards

The IRS has issued a notice that provides additional
guidance on the use of health debit cards to purchase over-
the-counter medicines and drugs. The notice modifies the
process and allows the use of debit cards to purchase
prescribed OTC drugs after January 15, 2011 if certain
requirements are met.

The IRS has also updated its Q & A on OTC medicines and
drugs (see the link at the end of this bulletin).

After January 15, 2011, health debit cards may be used to
purchase OTC drugs at drug stores and pharmacies, non-
health care merchants that have pharmacies, and mail-order
or web-based vendors that sell prescription drugs if the
following requirements are met:

(1) prior to purchase, a prescription (as defined in
IRS Notice 2010-59) is presented to the pharmacist,
the OTC drug is dispensed by the pharmacist in
accordance with applicable legal requirements, and
an Rx number is assigned;

(2) the pharmacy or other vendor retains a record
of the Rx number, the name of the purchaser or
patient, and the date and amount of the purchase in
a manner that meets IRS recordkeeping
requirements for card programs;

(3) the records are available to the employer or its
agent upon request;

(4) the card system will not accept a charge for an
OTC drug unless an Rx number has been assigned;
and

(5) the requirements of other IRS guidance
regarding card programs are satisfied.

If these requirements are met, the transaction is considered
to be fully substantiated at the point of purchase. Cards can
also be used to purchase OTC drugs at a 90% pharmacy as
provided in IRS Notice 2010-59.





http://r20.rs6.net/tn.jsp?llr=qwizcfcab&et=1104198758327&s=951&e=001jDb7mClpa8Mg-IbeKkpp_k-NwUfhC0DZ4enWZPGP_akw39juzs1n_3h2dpS6K2FcBW8CtIiTMBMo05Lqbs0X2xE8erbV05XJAEL5zSrxUizEdbFg155AiqbHvlVezcYdjxlfi-HLnq96X2cz5Ke_LA==
http://r20.rs6.net/tn.jsp?llr=qwizcfcab&et=1104198758327&s=951&e=001jDb7mClpa8ONaLUbqDmnIvInFgSiP6DtOk6LwWzlfs9HnMPcCb9qmw9r8HTnpzZFK47sRhdwMT2uA8ECxvoemkTGxaHVE3-UW4wmVqycYDCXtEh2lYeAr6Swtz7GPoy6wouVjMSTpyeaNssPna9qpU9vfZ1iu3gTxV2lMadVkkk=
http://r20.rs6.net/tn.jsp?llr=qwizcfcab&et=1104198758327&s=951&e=001jDb7mClpa8MdzEFtaN03CF1z6pMgtLID7zyShzjyM14vTAZybdBZDOEjJLtMGcAmClEQ9Q4KDKhWwKhaylXb6XO1UGiQbrEuq-ywpjmuuF7XKBMvhgZ7GKPLeiJt5RzhSKxJZAUmxSM7lfIOkYs7V2MTFJcuZ-0y6Wg_MRhx_7c=

