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Independent Auditor's Report

To the Board of Directors 
SET, Incorporated

We have audited the accompanying financial statements of SET, Incorporated (the "Company"), which comprise
the statement of financial position as of January 31, 2019 and 2018 and the related statements of activities,
changes in net assets, and cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free from material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of SET, Incorporated as of January 31, 2019 and 2018 and the changes in net assets and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United States of
America.

Emphasis of Matter 

As described in Note 2 to the financial statements, the Company adopted the provisions of Accounting Standards
Update (ASU) No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-
Profit Entities. Our opinion is not modified with respect to this matter.

May 7, 2019
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SET, Incorporated

Statement of Financial Position
January 31, 2019 and 2018

2019 2018

Assets

Current Assets
Cash (Note 3) $ - $ 297
Accounts receivable - Participants 2,060,250 1,455,720
Prepaid premiums to underwriter 3,601,987 4,320,086
Interest receivable and other 140,366 407,026
Funds held for participants (Notes 6 and 9) 1,260,605 1,272,356
Other current assets (Notes 4 and 6) 808,075 1,286,810
Current portion of operating reserve deposit - Affiliate (Note 10) 41,292 45,741

Total current assets 7,912,575 8,788,036

Other Assets
Due from related parties (Note 10) 117,661 350,000
Deposits with third-party administrators 485,466 -
Operating reserve deposit - Affiliate (Note 10) 784,536 869,087
Other noncurrent assets (Notes 4 and 6) 25,533,063 22,821,520

Property and Equipment - Net (Note 7) 1,318,476 554,483

Total assets $ 36,151,777 $ 33,383,126

Liabilities and Net Assets

Current Liabilities
Outstanding checks in excess of bank balance $ 3,146,952 $ 3,165,208
Accounts payable and accrued expenses 1,985,352 374,527
Premiums payable to underwriter 6,615 112,700
Premiums received in advance 3,215,815 2,244,580
Funds held for participants (Note 9) 1,260,605 1,272,356
Due to related parties (Note 10) 62,500 272,772

Total current liabilities 9,677,839 7,442,143

Deferred Compensation Plan Benefits Payable 165,782 186,895

Total liabilities 9,843,621 7,629,038

Net Assets - Without donor restrictions 26,308,156 25,754,088

Total liabilities and net assets $ 36,151,777 $ 33,383,126

See notes to financial statements. 2



SET, Incorporated

Statement of Activities
Years Ended January 31, 2019 and 2018

2019 2018

Changes in Net Assets without Donor Restrictions
Operating revenue:

Administrative fee revenue - Life $ 224,769 $ 231,324
Administrative fee revenue - Long-term disability 294,726 274,627
Administrative fee revenue - Medical 2,928,815 3,137,973
Administrative fee revenue - Dental 1,193,952 1,031,199
Administrative fee revenue - Vision 226,949 230,954
Service fee revenue 564,182 483,787

Total operating revenue 5,433,393 5,389,864

Operating expenses 4,425,662 4,040,631

Excess of Operating Revenue Over Operating Expenses 1,007,731 1,349,233

Other Revenue (Expenses) 
Investment income (Note 4) 415,213 335,213
Net realized and unrealized (losses) gains (Note 4) (198,505) 372,121
Dividends (refunds) to underwriters and others (Note 4) (417,198) 72,400
Other (253,173) -

Total other (expenses) revenue (453,663) 779,734

Increase in Net Assets without Donor Restrictions $ 554,068 $ 2,128,967

See notes to financial statements. 3



SET, Incorporated

Statement of Changes in Net Assets
Years Ended January 31, 2019 and 2018

Balance - February 1, 2017 $ 23,625,121

Increase in net assets without donor restrictions 2,128,967

Balance - January 31, 2018 25,754,088

Increase in net assets without donor restrictions 554,068

Balance - January 31, 2019 $ 26,308,156

See notes to financial statements. 4



SET, Incorporated

Statement of Cash Flows
Years Ended January 31, 2019 and 2018

2019 2018

Cash Flows from Operating Activities
Increase in net assets without donor restrictions $ 554,068 $ 2,128,967
Adjustments to reconcile increase in net assets without donor restrictions

to net cash from operating activities:
Depreciation 165,929 154,362
Net realized and unrealized losses (gains) on investments 198,505 (372,121)
Changes in operating assets and liabilities that (used) provided cash:

Accounts receivable (604,530) (392,833)
Deposits (485,466) -
Prepaid premiums to underwriter 718,099 (943,709)
Interest receivable and other 266,660 (26,924)
Funds held for participants 11,751 (1,090,946)
Due from related parties 232,339 161,851
Operating reserve deposit - Affiliate 89,000 48,000
Accounts payable to underwriter 1,610,825 154,468
Premiums payable to underwriter (106,085) (90,890)
Premiums received in advance 971,235 (581,072)
Funds held for participants (11,751) 1,090,946
Deferred compensation plan benefits payable (21,113) 15,830
Due to related parties (210,272) 209,050

Net cash provided by operating activities 3,379,194 464,979

Cash Flows from Investing Activities
Net decrease (increase) in short-term investments 478,735 (402,742)
Purchases of property and equipment (929,922) -
Proceeds from sales and maturities of investments 69,162,528 60,101,417
Purchase of investments (72,093,689) (60,964,137)
Decrease (increase) in deferred compensation plan assets 21,113 (15,830)

Net cash used in investing activities (3,361,235) (1,281,292)

Cash Flows (Used in) Provided by Financing Activities - Outstanding
checks in excess of bank balance (18,256) 765,860

Net Decrease in Cash (297) (50,453)

Cash - Beginning of year 297 50,750

Cash - End of year $ - $ 297

See notes to financial statements. 5



SET, Incorporated

Notes to Financial Statements
January 31, 2019 and 2018

Note 1 - Nature of Business

SET, Incorporated (the "Company") is a nonprofit Michigan corporation engaged in administering,
servicing, and promoting insurance for the benefit of employees of educational institutions (participants)
within the state of Michigan.

The Company collects premiums from participants and then remits these premiums, net of an
administrative fee, to the underwriters of the insurance policies in place. If participants' contributions are
deemed to exceed premiums paid and other expense for a coverage period, the excess amount will be
refunded to the participants. The administrative fee retained is recorded as administrative fee revenue on
the statement of activities. Additionally, the Company receives service fee revenue resulting from
administrative services provided to participants. 

Note 2 - Significant Accounting Policies

Accounts Receivable

Accounts receivable are stated at invoice amounts. Uncollectible amounts are written off in the period
they are determined to be uncollectible. As of January 31, 2019 and 2018, accounts receivable are
considered to be fully collectible.

Investments 

Investments are measured at fair value. Investment income or loss (including interest and dividends) and
realized and unrealized gains and losses on investments are included in other revenue (expenses).
Investments are included within other assets and funds held for participants within the statement of
financial position.

The Company invests in various investment securities. Investment securities are exposed to various
risks, such as interest rate, market, and credit risks.  Due to the level of risk associated with certain
investment securities, it is at least reasonably possible that changes in the values of investment securities
will occur in the near term and that such changes could materially affect the amounts reported in the
statement of financial position. 

Property and Equipment 

Property and equipment are recorded at cost. The straight-line method is used for computing depreciation
and assets are depreciated over their estimated useful lives. Costs of maintenance and repairs are
charged to expense when incurred.

Leasehold improvements

Leasehold improvements are amortized over the shorter of their estimated useful lives or the lease term. 

Deposits with Third-party Administrators

Deposits with third-party administrators represent amounts deposited in advance to hold adequate
reserves for the payment of claims related to self-funded and level-funded plans. 

Book Overdraft 

Under the Company’s cash management system, checks issued but not yet presented to the Company’s
bank frequently result in overdraft balances for accounting purposes and are classified as “book
overdraft” on the statement of financial position. As a result, the recorded book balance of the Company's
checking account may reflect a negative cash balance, although the bank balance remains positive. At
January 31, 2019 and 2018, the Company had $3,146,952 and $3,165,208, respectively, of checks
issued and sweeps to investment accounts in excess of bank balance.

6



SET, Incorporated

Notes to Financial Statements
January 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

Deferred Compensation Plan

Amounts payable to participants under the Company's deferred compensation plan are recorded
currently.  Assets have been segregated through insurance company investments to meet the Company's
obligations.  Participant rights created under the plan are equivalent to those of the general creditors.

Classification of Net Assets 

Net assets of the Company are classified based on the presence or absence of donor-imposed
restrictions limiting the Company's ability to use or dispose of contributed assets or the economic benefits
embodied in those assets. Net assets without restrictions are not restricted by donors, or the donor-
imposed restrictions have expired. 

Donor-imposed restrictions result in net assets with restrictions. Earnings, gains, and losses on restricted
net assets are classified as net assets without restriction, unless specifically restricted by the donor or by
applicable state law. 

As of January 31, 2019 and 2018, there are no assets with donor restrictions. 

Tax Status

The Internal Revenue Service has made a determination that the Company is exempt from tax under the
provisions of Internal Revenue Code Section 501(c)(9). Accounting principles generally accepted in the
United States of America require management to evaluate tax positions taken by the Company and
recognize a tax liability if the Company has taken an uncertain position that more likely than not would not
be sustained upon examination by the IRS or other applicable taxing authorities. Management has
analyzed the tax positions taken by the Company and has concluded that, as of January 31, 2019 and
2018, there are no uncertain positions taken or expected to be taken that would require recognition of a
liability or disclosure in the financial statements. The Company is subject to routine audits by taxing
jurisdictions; however, there are currently no audits for any tax periods in progress.

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Operating Expenses

The Company breaks out operating and nonoperating expenses on the statement of activities. Operating
expenses are defined in detail in the schedule of operating expenses within the additional information
section of the financial statements. Investment income, net realized and unrealized gains (losses) on
investments, dividends paid to underwriters and others, and miscellaneous are considered nonoperating
expenses.

Methods Used for Allocation of Expenses from Management and General Activities

The financial statements report certain categories of expenses that are attributable to one or more
program or support functions of the Company. The costs of providing the program and support services
are reported on a functional basis. Costs are allocated between program and support services on an
actual basis, where available, and are based on reasonable methods.  The Company used the time and
effort method of allocation for these expense amounts. Although methods of allocation used are
considered appropriate, other methods could be used that would produce different results.

7



SET, Incorporated

Notes to Financial Statements
January 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

Adoption of New Accounting Pronouncement

The Company implemented Accounting Standards Update (ASU) No. 2016-14, Not-for-Profit Entities
(Topic 958): Presentation of Financial Statements of Not-For-Profit Entities. This standard requires net
assets to be classified in two categories, net assets without donor restrictions and net assets with donor
restrictions. Previously, the Company had presented unrestricted net assets. The Company had no
temporarily or permanently restricted net assets in the prior year. This standard also requires disclosures
of quantitative and qualitative information about the liquidity and availability of resources and clarifies the
definition of management and general expenses, prohibits certain expenses from being allocated out of
the management and general and provides enhanced disclosure of amounts of expenses by both their
natural classification and functional classification. As a result of the adoption of this standard, the new
disclosures have been included for 2019.

Upcoming Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB) issued ASU No. 2014-09, Revenue from
Contracts with Customers (Topic 606), which will supersede the current revenue recognition
requirements in Topic 605, Revenue Recognition. The ASU is based on the principle that revenue is
recognized to depict the transfer of goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services. The ASU
also requires additional disclosure about the nature, amount, timing, and uncertainty of revenue and cash
flows arising from customer contracts, including significant judgments and changes in judgments and
assets recognized from costs incurred to obtain or fulfill a contract. The new guidance will be effective for
the Company's year ending January 31, 2020. The ASU permits application of the new revenue
recognition guidance using one of two retrospective application methods. The Company has begun to
analyze the new standard and has not yet determined the impact on the timing or amount of revenue.  

In February 2016, the FASB issued ASU No. 2016-02, Leases, which will supersede the current lease
requirements in ASC 840. The ASU requires lessees to recognize a right-of-use asset and related lease
liability for all leases, with a limited exception for short-term leases. Leases will be classified as either
finance or operating, with the classification affecting the pattern of expense recognition in the statement
of operations. Currently, leases are classified as either capital or operating, with only capital leases
recognized on the balance sheet. The reporting of lease-related expenses in the statements of operations
and cash flows will be generally consistent with the current guidance. The new lease guidance will be
effective for the Company's year ending January 31, 2021 and will be applied using a modified
retrospective transition method to the beginning of the earliest period presented. The effect of applying
the new lease guidance on the financial statements has not yet been determined. See Note 8 for
information on future lease payments that would impact long-term assets and lease liabilities as a result
of the new standard. 

Subsequent Events 

The financial statements and related disclosures include evaluation of events up through and including
May 7, 2019, which is the date the financial statements were available to be issued.

Note 3 - Custodial Credit Risk of Bank Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the Company's deposits may not be
returned to it. The Company's policy related to custodial credit risk of bank deposits is to maintain all
deposits in a high-quality institution. The Company maintains balances in its deposit accounts to
adequately cover current operating expenses and, as a result, generally requires balances that exceed
the FDIC insurance limits of $250,000 at January 31, 2019 and 2018. The Company had total bank
deposits of $25,000 and $66,645, none of which was uninsured as of January 31, 2019 and 2018,
respectively.

8



SET, Incorporated

Notes to Financial Statements
January 31, 2019 and 2018

Note 4 - Other Assets

The following is the detail of other assets at January 31:

2019 2018

Board-designated assets:
Long-term investments - Debt securities $ 6,244,051 $ 4,770,229
Common stocks 7,350,832 8,977,232

Total board-designated assets 13,594,883 13,747,461

Deferred compensation plan assets - Mutual funds 165,782 186,895
Long-term investments:

Debt securities 8,619,445 6,083,866
Mutual funds 3,961,028 4,090,108

Total other assets $ 26,341,138 $ 24,108,330

The board of directors has designated investment income and net realized and unrealized gains and
losses on investments to assist in developing new programs and services for its members consistent with
the tax-exempt status of the Company. The expenses incurred related to developing new programs and
services and are recognized as expense in the fiscal year in which they are incurred. Dividends (refunds)
to underwriters and others represent three components as designated by the board of directors: (1)
refunds received from dental and vision underwriters related to favorable experience or dividends paid to
dental and vision underwriters related to unfavorable experience, (2) premium stabilization expense in
which the Company subsidized a portion of the service fees charged to its participants over a three-year
phase-in period, and (3) other expenses related to costs of the new Healthcare Center. The board retains
the ability to change the designation of assets at its discretion.  

2019 2018

Balance - Beginning of year $ 13,747,461 $ 12,967,727
Investment income 415,213 335,213
Net realized and unrealized (losses) gains on investments (198,505) 372,121
Dividends paid to underwriters and others (369,286) 72,400

Balance - End of year $ 13,594,883 $ 13,747,461

Note 5 - Net Assets

Net assets without donor restrictions consist of the following as of January 31:

2019 2018

Board-designated net assets $ 13,594,883 $ 13,747,461
Undesignated net assets 12,713,273 12,006,627

Total net assets without donor restrictions $ 26,308,156 $ 25,754,088

Note 6 - Fair Value Measurements

Accounting standards require certain assets and liabilities be reported at fair value in the financial
statements and provide a framework for establishing that fair value. The framework for determining fair
value is based on a hierarchy that prioritizes the inputs and valuation techniques used to measure fair
value.

The following tables present information about the Company’s assets measured at fair value on a
recurring basis at January 31, 2019 and 2018 and the valuation techniques used by the Company to
determine those fair values. 

9



SET, Incorporated

Notes to Financial Statements
January 31, 2019 and 2018

Note 6 - Fair Value Measurements (Continued)

Fair values determined by Level 1 inputs use quoted prices in active markets for identical assets that the
Company has the ability to access. 

Fair values determined by Level 2 inputs use other inputs that are observable, either directly or indirectly.
These Level 2 inputs include quoted prices for similar assets in active markets and other inputs, such as
interest rates and yield curves, that are observable at commonly quoted intervals. 

Level 3 inputs are unobservable inputs, including inputs that are available in situations where there is
little, if any, market activity for the related asset. These Level 3 fair value measurements are based
primarily on management’s own estimates using pricing models, discounted cash flow methodologies, or
similar techniques taking into account the characteristics of the asset.  

In instances whereby inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The Company’s assessment of the significance of particular inputs to these
fair value measurements requires judgment and considers factors specific to each asset. 

Assets Measured at Fair Value on a Recurring Basis at
January 31, 2019

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) 

Balance at
January 31,

2019

Debt securities:
U.S. government and agencies $ - $ 10,579,650 $ - $ 10,579,650
U.S. government mortgage-

backed securities - 57,660 - 57,660
U.S. government collateralized

mortgage-backed securities - 36,855 - 36,855
Corporate bonds - 5,296,112 - 5,296,112

Total debt securities - 15,970,277 - 15,970,277

Mutual funds:
Equity securities - Deferred

compensation plan assets - 165,782 - 165,782
Equity index funds 3,961,028 - - 3,961,028

Total mutual funds 3,961,028 165,782 - 4,126,810

Investments measured at net asset
value (NAV) - Money market
funds 6,244,051

Total other assets $ 3,961,028 $ 16,136,059 $ - $ 26,341,138

10



SET, Incorporated

Notes to Financial Statements
January 31, 2019 and 2018

Note 6 - Fair Value Measurements (Continued)

Assets Measured at Fair Value on a Recurring Basis at
January 31, 2018

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) 

Balance at
January 31,

2018

Debt securities:
U.S. government and agencies $ - $ 11,703,452 $ - $ 11,703,452
U.S. government mortgage-

backed securities - 85,539 - 85,539
U.S. government collateralized

mortgage-backed securities - 48,484 - 48,484
Corporate bonds - 3,223,623 - 3,223,623

Total debt securities - 15,061,098 - 15,061,098

Mutual funds:
Equity securities - Deferred

compensation plan assets - 186,895 - 186,895
Equity index fund 4,090,108 - - 4,090,108

Total mutual funds 4,090,108 186,895 - 4,277,003

Investments measured at net asset
value (NAV) - Money market
funds 4,770,229

Total other assets $ 4,090,108 $ 15,247,993 $ - $ 24,108,330

Additionally, the Company held money market funds (measured at NAV) of $1,260,605 and $1,272,356
for participants at January 31, 2019 and 2018, respectively.

The following summarizes the valuation methodology used in determining fair value measurements of the
significant classes of the Company's assets measured at fair value:

Level 1 Measurements

Mutual funds - The fair value of these investments is based upon the unadjusted quoted prices for the
identical security in active markets that the Company can access.

Level 2 Measurements

Mutual funds and debt securities - U.S. government and agencies, U.S. government mortgage-backed
securities, U.S. government collateralized mortgage-backed securities, U.S. Treasury bills, asset-backed
securities, and corporate bonds and notes - The primary inputs to the valuation include quoted prices for
identical or similar assets in markets that are not active, contractual cash flows, benchmark yields,
prepayment speeds, collateral performance, and credit spreads.

11



SET, Incorporated

Notes to Financial Statements
January 31, 2019 and 2018

Note 7 - Property and Equipment

Property and equipment are summarized as follows:

2019 2018
Depreciable
Life - Years

Land $ 549,483 $ 290,326 -
Buildings and building improvements 2,337,578 2,337,578 10-40
Furniture and fixtures 2,068,645 2,068,645 3-10
Data processing software and equipment 2,959,201 2,959,201 5-10
Leasehold improvements 670,765 - 3-6

Total cost 8,585,672 7,655,750

Less accumulated depreciation 7,267,196 7,101,267

Net property and equipment $ 1,318,476 $ 554,483

Depreciation expense for the years ended January 31, 2019 and 2018 was $165,929 and $154,362,
respectively. A portion of this expense is grouped within the dividends (refunds) to underwriters and
others on the statement of activities. 

Note 8 - Operating Leases

The Company is obligated under operating leases for the rental of facilities. The lease requires the
Company to pay insurance, utilities, and certain maintenance costs. Total rent expense under this lease
was $27,500 and $0 for 2019 and 2018, respectively.

Future minimum annual commitments under these operating leases are as follows:

Years Ending
January 31 Amount

2020 $ 67,250
2021 70,250
2022 42,000

Total $ 179,500

The Company has the option to extend the lease terms an additional three years.  

Note 9 - Funds Held for Participants

The Company and certain participants have made agreements in which the Company maintains funds of
the participants for the purpose of paying claims and excess claims of the participants.

These funds are maintained in segregated bank accounts and are invested in money market funds.

Note 10 - Related Party Transactions

The Company is provided management services, insurance billing services, and general accounting
services by an organization related through common management whose operations are similar to those
of the Company. The Company executed a service agreement with this affiliate to provide these services.
For the years ended January 31, 2019 and 2018, the Company has paid administrative fees to this
affiliate of $3,572,501 and $3,181,246, respectively, for services performed. Due to related parties was
$62,500 and $272,772 at January 31, 2019 and 2018, respectively. Due from related parties was
$117,661 and $350,000 at January 31, 2019 and 2018, respectively. 

12



SET, Incorporated

Notes to Financial Statements
January 31, 2019 and 2018

Note 10 - Related Party Transactions (Continued)

As part of the aforementioned service agreement, the Company was also required to pay a one-time
operating reserve deposit of $982,828 to this affiliate in 2009. This operating reserve contribution is
refundable to the Company at termination of the service agreement and upon payment by the Company
of all administrative fees due under the service agreement. The operating reserve deposit balance was
$825,828 and $914,828 at January 31, 2019 and 2018, respectively.

Note 11 - Liquidity and Availability of Resources

The following represents the Company's financial assets available within one year of the statement of
financial position date for general expenditures:

2019 2018

Cash and cash equivalents $ - $ 297
Accounts receivable - Participants 2,060,250 1,455,720
Interest receivable and other 140,366 407,026
Other current assets 808,075 1,286,810
Current portion of operating reserve deposit - Affiliate 41,292 45,741

Financial assets available to meet cash needs for general expenditures
within one year $ 3,049,983 $ 3,195,594

None of these financial assets are subject to donor or other contractual restrictions that make them
unavailable for general expenditure within one year of the statement of financial position date.

Accounts receivable are subject to implied time restrictions, but are expected to be collected within one
year. The Company has a goal to maintain financial assets, which consist of cash and investments, on
hand to meet normal operating expenses. The Company has a policy to structure its financial assets to
be available as its general expenditures, liabilities, and other obligations come due. In addition, the
Company invests cash in excess of daily requirements in various short-term investments. 

The Company also realizes there could be unanticipated liquidity needs.

Note 12 - Functional Expenses

The Company provides various services to its members. Expenses related to providing these services
are as follows as of January 31:

2019 2018
Program

Services -
Administrative

Services
Management
and General

Program
Services -

Administrative
Services

Management
and General

Administrative fees $ 3,707,388 $ 357,250 $ 3,366,802 $ 318,125
Insurance - 51,948 - 38,426
Depreciation 88,513 29,504 115,772 38,591
Travel 18,328 - 10,307 -
Trustee expenses - 77,330 - 99,213
Advertising and promotion 31,133 2,250 10,063 -
Professional fees 23,652 25,804 900 37,452
Miscellaneous 6,281 6,281 2,490 2,490

Total $ 3,875,295 $ 550,367 $ 3,506,334 $ 534,297
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Independent Auditor's Report on Additional Information

To the Board of Directors
SET, Incorporated

We have audited the financial statements of SET, Incorporated as of and for the years ended January 31, 2019
and 2018 and have issued our report thereon dated May 7, 2019, which contained an unmodified opinion on
those financial statements. Our audit was performed for the purpose of forming an opinion on the financial
statements as a whole. The schedules of administrative fee revenue and operating expenses are presented for
the purpose of additional analysis and are not a required part of the financial statements. Such information is the
responsibility of management and was derived from, and relates directly to, the underlying accounting and other
records used to prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is fairly stated in all
material respects in relation to the financial statements as a whole.

May 7, 2019
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SET, Incorporated

Schedule of Administrative Fee Revenue
Years Ended January 31, 2019 and 2018

2019 2018

Premiums Received from Participants
Life $ 1,344,341 $ 1,298,128
Long-term disability 1,662,012 1,588,678
Medical 52,558,083 51,636,968
Dental 3,514,018 3,650,301
Vision 841,219 836,020

Total premiums received from participants 59,919,673 59,010,095

Premiums Paid to Underwriters
Life (1,119,572) (1,066,804)
Long-term disability (1,367,286) (1,314,051)
Medical (49,629,268) (48,498,995)
Dental (2,320,066) (2,619,102)
Vision (614,270) (605,066)

Total premiums paid to underwriters (55,050,462) (54,104,018)

Total administrative fee revenue $ 4,869,211 $ 4,906,077
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SET, Incorporated

Schedule of Operating Expenses
Years Ended January 31, 2019 and 2018

2019 2018

Administrative fee $ 4,064,638 $ 3,684,927
Trustee expense 77,330 99,213
Advertising and promotion 33,383 10,063
Accounting 21,911 32,200
Depreciation 118,017 154,362
Insurance 51,948 38,426
Legal 3,893 5,254
General consulting 23,652 900
Travel 18,328 10,307
Miscellaneous 12,562 4,979

Total operating expenses $ 4,425,662 $ 4,040,631
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