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his is your annual opportunity 
to choose benefits under our 
Flexible Benefits Plan. You 

may sign up for: your current level; 
decreased or increased benefits in a 
cancer or critical illness insurance 
plan, in a disability income insurance 
plan, or in a vision insurance plan, 
for which premiums can be tax 
sheltered; or two reimbursement 
accounts which allow you to tax 
shelter your unreimbursed medical 
expenses and dependent care 
expenses.

The school system does not pay any 
of the costs, but you do get group 
rates on the insurance plans and 
tax sheltering on salary deductions. 
Payroll deductions for the Plan Year, 
will begin January 2010 and will end 
in December 2010, with no deduc-
tions in June or July for employees 
that work less than 12 months.  
Participation is optional.

Eligibility for the Plan

The benefits that follow are available 
to you if you are a permanent 
employee who works 20 hours a 
week or more.

Elements of the Plan

There are six elements to the 
Flexible Benefits Plan.

• A disability income insurance 
plan intended to supplement and 
coordinate with the State Disabil-
ity Income Plan. Premiums are tax 
sheltered.

• Cancer and critical insurance 
plans to supplement your health 
insurance. Premiums are tax shel-
tered.

• Vision insurance plan. Premiums 
are tax sheltered.  

• Tax sheltering of the family or 
dependent premiums you are cur-
rently paying for dental insurance. 
(This is automatic unless you 
specifically request otherwise.)

• A flexible spending account which 
allows you to set aside tax shel-
tered funds to reimburse yourself 
for the medical, dental, and vision 
expenses you and your family 
incur which are not paid by insur-
ance.

• A flexible spending account which 
allows you to set aside tax shel-
tered funds to reimburse yourself 
for the costs of child or dependent 
care.

How Do I Learn More 
About These Benefits?

You have three ways to get informa-
tion: 
1. This issue of Common Cents. 
2. A very informative booklet de-
scribing each of these plans provided 
by Colonial Life and Accident 
Insurance Company, which adminis-
ters the plans. (Note that, in spite of 
the company’s name, life insurance 
is not part of this flexible benefits 
package.) 
3. A group and/or individual session 
with a Colonial representative in 
your school or department. These 
representatives will make a brief 
presentation at a staff meeting and 
will schedule appointments and help 
you fill out the forms. Presentations 
begin August 31 and will continue 
through October 28. The make 
up days will be October 27 and 
28 from 7:30 a.m. to 5:00 p.m. at 
Central Office.

If you wish to participate in the 
medical reimbursement or dependent 

care reimbursement portions of 
the Plan, you must complete an 
enrollment form while the Colonial 
representative is at your work site. 
You cannot carry over these two 
portions of the plan in 2010 unless 
you complete a new enrollment 
form. Enrollment in the cancer 
or critical illness plans and in the 
disability insurance plan in previous 
years will need to be verified with 
the Colonial representatives at your 
school or work location. Enrollment 
in the vision insurance plan must 
occur at your work location.

Some Questions About 
Flexible Benefits

May I enroll on-line?
Yes, again this year employees will 
have the option to enroll on-line in 
flexible spending accounts, vision 
and most Colonial products. When 
they attend the group briefing at their 
school or location, the representative 
will give them a flexible benefits 
plan booklet containing their User ID 
and password as well as step-by step 
enrollment directions.

What is a FLEX Card? 
In accordance with Board policy, 
the school system has implemented 
the use of a Flexible Spending 
Card, to access the funds placed in 
the either of the flexible spending 
accounts. The FLEX Card provides 
easy, on the spot payment of covered 
expenses. The FLEX Card works 
just like a prepaid credit card, usable 
until your account balance has been 
exhausted.  It prevents you from 
being out-of-pocket on your medical 
or dependent care expenses and 
avoids the time and effort of the 
claims process.

What if my provider does not 
accept the FLEX Card?
Almost any provider that accepts 
debit/credit cards accepts the FLEX 
Card.  If your provider does not, use 
the claims process for reimburse-
ment. Attach your receipts to a 
simple claim form, complete a few 
lines on the form, and mail or fax it 
toll free. The address and fax number 
are provided on the claim form.



Will I ever have to pay taxes on 
the money I “pre taxed” with a 
Flex Plan? No. All money “pre 
taxed” under a Flex Plan is tax 
exempt.  Note, however, that if you 
tax shelter the premiums for the 
Disability Income Insurance, most of 
the benefits you might receive under 
that plan are fully taxable. For more 
information, see page 3.

Does anyone (School system or 
Colonial) earn interest on money 
that I set aside in a reimbursement 
account?
No. All money that is deducted for 
these accounts is placed in a nonin-
terest bearing account and is used to 
pay claims for these benefits.

Do I have to use the reimburse-
ment accounts every year?  
No. You may elect annually whether 
or not to participate.

If I participate in the Flex Plan 
will I see a reduction in my social 
security or retirement benefits? 
While your social security (not 
retirement) benefits may be reduced, 
the reduction would be small. For 
example, a 35-year-old employee 
making $35,000 a year pre-taxes 
$2,500 every year until age 65. The 
reduction in social security benefits 
would be $5.50 a month. Meanwhile, 
income tax and FICA tax savings 
for the 30 years would total over 
$20,000! 
 
Is there any way I can lose money 
by participating in a Flexible 
Benefits Plan? 
The only way you can lose money is 
if the amount of money you choose 
to put in a reimbursement account is 
more than the qualifying expenses 
you incur or if you don’t file your 
qualifying receipts within 90 days 
after the end of the plan year.  Recent 
law changes have increased the types 
of eligible medical expenses to some 
over-the-counter treatments and 
remedies, making it much easier to 
use excess balances in your medical 
reimbursement account.

If I am “pre-taxing” under a Flex 
Plan, what kind of documentation 
will I need for tax purposes? No 

documentation is required for your 
tax returns. All tax savings occur 
monthly and will be reflected in your 
reported W-2 wages.  For medical 
expenses and dependent care 
expenses paid for with the FLEX 
Card, federal law requires that the 
card provider verify that purchases 
are legitimate on a sample test basis, 
so do save your receipts from your 
health care and dependent care 
providers.

Cancer Insurance

This plan pays you directly if you 
get cancer. It is not coordinated with 
your health insurance, but can help 
you with expenses which may not 
be covered. This is not intended 
to replace your medical insurance 
coverage but to give you additional 
funds in certain instances: 

Your doctor or hospital should not 
file claims with Colonial for this 
coverage. You file the forms directly 
with Colonial showing how much 
you were charged, even if other 
insurance actually paid it. 

The wellness benefit may encourage 
you to have regular cancer screening 
tests.

If I have good major medical 
insurance, should I consider a 
cancer policy as well? 
According to the American Cancer 
Society, about 70 percent of the 
cost to a family in a cancer situation 
comes from indirect expenses such 
as loss of wages, deductibles and 
coinsurance, lodging and custodial 
care. Major medical expense only 
covers direct medical expenses, so 
indirect expenses would have to 
come from another source such as 
savings or a cancer policy. A cancer 
policy helps relieve your family of 
the financial burden of these indirect 
expenses.

Does the money from the cancer 
claim come to me or the doctor? 
All claims money is paid to you 
unless you request that it be sent to 
the doctor or hospital.

When I am asked if I have “any 
other insurance,” do I list my 
cancer policy? 
No. A cancer policy is an indi-
vidual contract and therefore it is not 
required that it be listed.

If I retire, move away, or change 
jobs, can I keep my cancer policy? 
Yes. You may keep your policy as 
long as you pay the premium. Your 
premium will not increase due to 
retirement or change of location, 
although you may lose the tax 
sheltering feature.

If I’ve had cancer can I enroll in 
the policy? 
If you’ve had any form of internal 
cancer you will be eligible only 
after you have been treatment-free 
for 10 years. For, skin cancer (not 
melanoma), eligibility guidelines are 
less strict.

Critical Illness Insurance

A separate, Critical Illness Insurance 
policy is avaliable. You can choose 
the amount of benefit coverage, from 
$5,000 to $100,000. This policy pays 
benefits in addition to any health or 
major medical benefits you receive.

Covered critical illnesses include 
heart attack, stroke, major organ 
transplant, end state renal failure, 
and, at a lesser benefit amount, 
coronary artery bypass surgery. 
There is a health screening benefit of 
$50 per calendar year to help prevent 
the onset of critical illnesses.

Since the premiums are tax sheltered, 
most benefits received from this 
policy would be taxable income. 
The premium rates are based on age 
at issue date and tobacco use, and 
will not increase with age. Coverage 
amounts reduce by 50 percent when 
you reach age 75. Coverage is 
available for you and your spouse.

See the Colonial representative at 
your school or work site for more 
information on this policy.



Disability Income 
Insurance

This policy coordinates with the 
Teachers and State Employee’s Re-
tirement System Disability Income 
Plan (DIP). It provides almost 
immediate benefits to partially offset 
the 60-day waiting period for DIP 
and to provide some benefits to first-
year employees who are not eligible 
for DIP. Benefits under this new plan 
are larger during the first 90 days and 
decrease afterwards when the DIP 
begins to assist you.

This plan offers benefits for as long 
as two years after the onset of dis-
ability. If a hospital stay is required, 
additional hospital confinement 
benefits are paid. This plan also pays 
a medical fee benefit for accidental 
injury, even if you have no disability 
absences from work.

If you tax-shelter the premiums 
through payroll deduction for the 
Disability Income Insurance, most 
benefits you might receive under the 
policy are fully taxable. If you do 
not want the benefits to be taxable, 
you can pay through a bank draft, 
but you forfeit tax-sheltering of 
the premiums. Any taxable benefit 
received will be reflected on your 
W-2 forms.

Coverage for dependents is available 
at reduced levels.

During the enrollment period for 
the Flexible Benefits Plan for the 
upcoming plan year, Colonial 
Supplemental Insurance will be 
offering a one-time opportunity 
to enroll in their disability plan 
designed especially for North 
Carolina educators with only one 
health question.  This plan offers 
benefit amounts of up to $5,000 and 
a medical fee benefit of up to $350.  
Please be sure to attend the briefing 
at your school or location to learn 
more about this exciting opportunity.

What is the purpose of the 
Educator Disability Policy?
The Educator Disability Policy does 
three things. 

a) It provide immediate income 
during the 60-day waiting period 
before the State Disability Plan 
begins. At-home benefits start on the 
first day for accidents and the eighth 
day for illness or pregnancy. Initial 
benefits pay up to 90 days. If the 
disability continues beyond 90 days, 
reduced benefits are available for up 
to 21 more months (over and above 
the State Disability benefit). 
b) An additional hospital confine-
ment benefit is paid starting the 
first day for accidents, illness, or 
pregnancy. 
c) For accidents that require medical 
attention, there is a medical fee 
benefit (with no deductible) paid 
regardless of whether a disability is 
involved. There are also additional 
injury benefits paid for fractures and 
dislocations.

Can my spouse and children be 
included on this policy? 
Yes. However, they have less 
coverage at less cost than the 
primary insured.

Vision Insurance

The booklet provided by Colonial, 
provides a complete description 
of the vision plan. Please see the 
Colonial Life representative for 
more information or to get questions 
answered.  This plan does require 
the use of certain providers and has 
annual limitations on most eligible 
expenses.

Dental Premium Tax-
sheltering

If you currently have family or 
dependent coverage, this benefit is 
automatic unless you elect otherwise.

Dependent Care 
Reimbursement Plan

If you have a child under the age of 
13 or another dependent (such as an 
invalid parent or older handicapped 
child) for whom you pay for services 
so that you and your spouse can 
work, this benefit allows you to tax 
shelter some or all of your expenses.

•  You must claim the person cared 
for as a dependent on your income 
tax return.
•  If you use this plan, you cannot 
claim the same expenses as 
dependent care credits on your 
income tax returns. Tax sheltering 
under this plan will save some 
employees more money than the tax 
credits.  Please discuss the differ-
ences with your tax advisor if you 
have questions.
•  Note the “Use it or Lose It” 
IRS rule. Any amount left in the 
account at the end of the plan year 
is forfeited., If you leave the school 
system, you can continue to draw 
from your account balance through-
out the plan year.
•  You have 90 days after the end 
of the plan year to file for expenses 
incurred during the year.
•  The maximum contribution in 
a plan year is $5,000 for married 
employees who file jointly or single 
parents, and $2,500 for married 
employees filing separately.  There is 
a $10 per month minimum contribu-
tion.
•  These changes are allowed within 
the plan year:  you may reduce or 
eliminate your contributions within 
30 days of the death of your spouse 
or dependent; and you may increase 
your contribution, for the birth or 
adoption of a child.
•  You must have the funds in your 
account balance before you can 
be reimbursed (you may save bills 
for day care expenses incurred and 
claim reimbursement when you have 
enough in your account).  If your 
provider does not accept the Flex 
Card, this can cause you to have 
incurred the expense twice (once 
through payroll deduction and once 
through payment to the provider) 
before you are reimbursed.  If you 
do not have the cash flow to wait 
for the reimbursements, you should 
claim the dependent care income tax 
credit and not use the dependent care 
flexible spending account.

I have an individual caring for my 
child. Can I claim these expenses? 
Yes. Provide the caretaker’s social 
security number as a tax ID number.
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What happens if I change day care 
providers during the year? 
You either use your Flex Card, or 
submit a receipt as usual for reim-
bursement. Reimbursement can be 
made only up to the original annual 
election amount. If your actual 
expenses decrease, you may not be 
able to access your total pay deduc-
tions in that plan year.

Medical Reimbursement 
Plan

This benefit allows you to tax-shelter 
some or all of your unreimbursed 
medical expenses, including
copayments, deductibles, and 
payments for items or services not 
covered by health, dental, or vision 
insurance, such as orthodontia or 
sports-required physical exams.

• If you use this plan, you cannot 
claim the same expenses as item-
ized deductions on your income 
tax returns. Since medical ex-
penses must exceed 7.5 percent 
of your income before you can 
deduct them, this plan should save 
you more.

• Note the “Use it or Lose It” IRS 
rule. Any amount left in the ac-
count at the end of the plan year is 
forfeited. The safest choice: con-
tribute only for costs you know 
you will incur.

• If you leave the school system, you 
cannot continue to draw from your 
account throughout the plan year 
unless you choose to continue 
funding your account with after-
tax dollars. This is different from 
the dependent care reimbursement 
plan.

• You have 90 days after the end of 
the plan year to file for expenses 
you incurred during the year.

• The maximum contribution in a 
plan year is $5,000. There is a $5 
a month minimum contribution.

• Only these changes are allowed 
after the start of the plan year: you 
may reduce or eliminate your con-
tributions within 30 days if your 
spouse or dependent dies; and you 
may increase your contribution, 

for the birth or adoption of a child.
• You can use this plan for family 

members’ expenses even if you do 
not cover them under your health 
insurance plan.

• You may charge or be reimbursed 
for up to the total you have com-
mitted to contribute during the 
year at any time, even if the funds 
have not yet been deducted from 
your paycheck. This is different 
from the dependent care reim-
bursement plan.

• Because dental expenses (including 
orthodontia) and vision expenses 
are reimbursable under this plan, 
you can use this plan in lieu of 
dental or vision insurance or to tax 
shelter unreirnbursable costs un-
der the two insurance plans. These 
costs are usually easy to plan for 
and predict.

• Health, dental, and vision insurance 
premiums paid by you or your 
spouse are not reimbursable under 
this plan. Health, dental, and vi-
sion insurance premiums you are 
paying through payroll deduction 
are tax-sheltered unless you have 
elected otherwise.

Are there any expenses that are 
not eligible? 
Yes. Expenses for cosmetic 
purposes, non-health-related items or 
procedures, and insurance premiums 
are not allowed.

What happens to the money in my 
account if I leave the school system 
during the year? 
Remaining money in your account 
may be accessed in two ways: 
1.  Expenses incurred during your 
active employment period - these 
must be filed within 90 days of your 
separation date. 
2.  Expenses incurred after your 
active employment and during the 
plan year - these may be reimbursed 
only if you elect COBRA continu-
ation during the specified election 
period and continue to contribute on 
an after-tax basis to your account.

More About 
Reimbursement Accounts

Most employees consider the Flex 
Card a tremendous convenience.  
If accepted by your provider(s), it 
avoids having to make a payment 
out of your personal funds, it 
avoids having to file and wait for 
claims reimbursements, saving you 
time, money, and effort.  A $24 
per year fee will be charged as a 
claims services fee, regardless of 
whether the Flex Card is used or 
not. Remember, this fee is payroll 
deducted monthly and tax sheltered, 
reducing the overall cost of the fee to 
$17 or less per year.  

If you have to file for reimburse-
ments, claim forms are easy to 
complete. Generally a copy of a 
paid invoice, receipt, or a copy of 
your health benefits claim payment 
statement must be attached to justify 
the reimbursement. Please remember 
that you must pay these expenses 
first and can not be eligible for 
reimbursement under an insurance 
plan before claiming reimbursement 
from your spending account.

Claims reimbursement checks will 
be issued by Colonial on the 15th 
and 30th of each month and will be 
mailed to your home.

Due to IRS regulations, you may be 
asked to provide receipts to support 
your use of the Flex card. Please 
save all receipts, especially receipts 
for irregular or unusual expenses.  


