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Independent Auditor's Report

To the Board of Directors
SET SEG Insurance Services Agency, Inc.

We have audited the accompanying financial statements of SET SEG Insurance Services Agency, Inc. (the
"Company"), which comprise the statement of financial position as of December 31, 2019 and 2018 and the
related statements of activities and 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 SEG Insurance Services Agency, Inc. as of December 31, 2019 and 2018 and the changes in its
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 3 to the financial statements, the Company adopted the provisions of Accounting Standards
Update No. 2014-09, Revenue from Contracts with Customers (Topic 606), for the year ended December 31,
2019. Our opinion is not modified with respect to this matter.

March 31, 2020
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Pat.Lomerson
East Lansing

Pat.Lomerson
praxity



SET SEG Insurance Services Agency, Inc.

Statement of Financial Position 
December 31, 2019 and 2018

2019 2018

(Restated)

Assets

Current Assets
Cash (Note 4) $ 930,546 $ 1,591,286
Investments (Notes 5 and 6) 925,188 853,908
Accounts receivable 4,583 41,469
Due from related parties (Note 8) 255,982 223,601
Prepaid expenses and other current assets 707,592 512,033

Total current assets 2,823,891 3,222,297

Other Assets
Net deferred tax asset (Note 9) - 9,300
Deferred compensation investments (Notes 6 and 10) 492,220 291,203

Property and Equipment - Net (Note 7) 2,497,010 961,291

Total assets $ 5,813,121 $ 4,484,091

Liabilities and Net Assets

Current Liabilities
Accounts payable and accrued expenses $ 1,958,970 $ 1,491,901
Premiums received in advance 228,441 192,471

Total current liabilities 2,187,411 1,684,372

Due to Related Parties (Note 8) 1,868,414 1,804,030

Other Noncurrent Liabilities
Deferred compensation (Notes 6 and 10) 492,220 291,203
Net deferred tax liability (Note 9) 171,400 -

Total liabilities 4,719,445 3,779,605

Net Assets without Donor Restrictions 1,093,676 704,486

Total liabilities and net assets $ 5,813,121 $ 4,484,091

See notes to financial statements. 2



SET SEG Insurance Services Agency, Inc.

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

2019 2018

(Restated)

Changes in Net Assets without Donor Restrictions
Operating revenue:

Administrative fee revenue - Net $ 683,176 $ 549,295
Consulting and service fee revenue 2,157,868 1,971,026

Reimbursed administrative services (Note 8) 11,336,229 10,627,304

Total operating revenue 14,177,273 13,147,625

Operating expenses (Note 13) 13,669,116 12,787,260

Excess of Operating Revenue Over Expenses 508,157 360,365

Other Revenue (Expenses)
Investment income - Net 16,429 16,917

Net realized and unrealized gains (losses) on investments 131,363 (49,603)

Total other revenue (expenses) 147,792 (32,686)

Increase in Net Assets without Donor Restrictions - Before income tax
expense 655,949 327,679

Income Tax Expense (Note 9) (266,759) (118,264)

Increase in Net Assets without Donor Restrictions 389,190 209,415

Net Assets without Donor Restrictions - Beginning of year 704,486 495,071

Net Assets without Donor Restrictions - End of year $ 1,093,676 $ 704,486

See notes to financial statements. 3



SET SEG Insurance Services Agency, Inc.

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

2019 2018

(restated)

Cash Flows from Operating Activities
Increase in net assets $ 389,190 $ 209,415
Adjustments to reconcile increase in net assets to net cash from operating

activities:
Depreciation 251,778 257,159
Loss on disposal of property and equipment 42,845 32,258
Net realized and unrealized (gains) losses on investments (131,363) 49,603
Changes in operating assets and liabilities that provided (used) cash:

Accounts receivable 36,886 3,087
Due from related parties (276,179) 231,471
Prepaid expenses and other assets (116,972) 80,088
Accounts payable and accrued expenses 467,069 233,748
Due to related parties 308,182 (536,902)
Premiums received in advance 35,970 6,313
Deferred taxes 180,700 15,900

Net cash provided by operating activities 1,188,106 582,140

Cash Flows from Investing Activities
Proceeds from the sale or maturity of investments 652,678 680,079
Proceeds from sale of property and equipment 23,000 18,700
Purchases of investments (671,182) (698,399)
Purchases of property and equipment (1,853,342) (414,986)

Net cash used in investing activities (1,848,846) (414,606)

Net (Decrease) Increase in Cash (660,740) 167,534

Cash - Beginning of year 1,591,286 1,423,752

Cash - End of year $ 930,546 $ 1,591,286

See notes to financial statements. 4



SET SEG Insurance Services Agency, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

Note 1 - Nature of Business

SET SEG Insurance Services Agency, Inc. (SSISA or the "Company") is a nonprofit Michigan corporation
that was created on January 21, 2009. The Company provides administrative services to school districts,
governmental organizations, and other charitable organizations in connection with their obligations to
administer employee fringe benefits and insurance obligations. Activities include the Company acting as
an insurance agency and third-party administrator licensed by the State of Michigan to place insurance
coverage with underwriters to meet the insurance obligations of school districts, governmental
organizations, and other charitable organizations. The Company collects premiums from organizations
and then remits these premiums, net of an administrative fee, to the underwriters of the insurance policies
in place. As further disclosed in Note 8, effective January 1, 2010, the Company also provides
reimbursable administrative services, as detailed in executed service agreements to SET, Incorporated;
MASB-SEG Property/Casualty Pool, Inc.; and SEG Self-Insurers Workers' Compensation Fund,
organizations related to the Company through common management and board governance. Effective
January 1, 2015, the Company also receives revenue by providing consulting services to educational
institutions on a contractual basis. For an agreed-upon annual fee, the Company provides member
districts with consulting services on various aspects of their employee benefit plans, federal compliance,
and reporting services.

Note 2 - Significant Accounting Policies

Basis of Presentation 

The financial statements of SET SEG Insurance Services Agency, Inc. have been prepared in
accordance with U.S. generally accepted accounting principles (US GAAP).

Investments 

Investments are measured at fair value. Investment income or loss (including realized gains and losses
on investments, net of unrealized gains and losses on investments and interest and dividends) is included
in other revenue (expenses).

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. Assets are depreciated over their estimated useful lives. Costs of maintenance and repairs
are charged to expense when incurred.

Revenue Recognition 

The Company is engaged in the business of providing administrative services to school districts,
governmental organizations, and other charitable organizations in connection with its obligations to
administer employee fringe benefits and insurance obligations. 

Revenue is recognized when control of the promised services is transferred to customers in an amount
that reflects the consideration to which the Company expects to be entitled in exchange for those
services. Sales-based taxes are excluded from revenue. The Company typically satisfies its performance
obligations as services are rendered. Amounts billed and collected before the services are performed are
included as contract liabilities for premiums received in advance. Total revenue recognized from contracts
amounted to $14,177,273 and $13,147,625 for the years ended December 31, 2019 and 2018,
respectively.
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SET SEG Insurance Services Agency, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

Most of the Company’s contracts with customers obligate the Company to perform services. The
Company typically satisfies its performance obligations related to reimbursed administrative services and
consulting and service fee revenue related to compliance support over time. For service performance
obligations that are satisfied over time, the Company typically uses output methods to measure progress.
The use of output methods results in the recognition of revenue on the basis of the Company’s efforts
toward the satisfaction of the performance obligations. The most common output method involves direct
measurement of the value to the customer of the services transferred to date relative to the remaining
services promised under the contract and would be based on the time elapsed. This method is a faithful
depiction of the transfer of services to customers because customers obtain the benefits from the
services as the services are performed to an extent that strongly correlates with the time elapsed.
Revenue recognized from contracts with customers over time amounted to $13,494,097 and $12,598,330
for the years ended December 31, 2019 and 2018, respectively.

The Company’s performance obligations for administrative fee revenue related to brokerage services are
satisfied at a point in time when coverage is placed with an outside party. Management exercises
judgment in determining when such performance obligations have been satisfied. In making such
judgments, management typically relies on information obtained from the company employees who have
rendered services to evaluate when the customer has obtained control of the services. Revenue
recognized from contracts with customers at a point in time amounted to $683,176 and $549,295 for the
years ended December 31, 2019 and 2018, respectively. 

The following economic factors affect the nature, amount, timing, and uncertainty of the Company's
revenue and cash flows as indicated:

Type of customer: Based on dollar amounts of revenue, the majority of the services sold by the Company
are sold to school districts, governmental organizations, other charitable organizations, and related
parties. Two related party customers accounted for approximately 98 percent of accounts receivable and
due from related parties and 80 percent of sales for the Company as of and for the year ended December
31, 2019. Three related party customers accounted for approximately 84 percent of accounts receivable
and due from related parties and 81 percent of sales for the Company as of and for the year ended
December 31, 2018.  

Geographical location of customers: The Company's sales are to customers primarily located in midwest
region of the United States. The Company does not have any sales to customers located outside of the
United States.

Type of contract: Service contracts almost always include a signed contract with the customer. These
contracts are less than or equal to one year in duration.

Contract Balances

At January 1, 2019 and 2018, the Company’s receivables from contracts with customers were $265,070
and $343,302, respectively, reported as accounts receivable and due from related parties on the
statement of financial position. At December 31, 2019 and 2018, the Company’s receivables from
contracts with customers were $260,565 and $265,070, respectively, reported as accounts receivable
and due from related parties on the statement of financial position. The Company recognized no
impairment losses on receivables related to these contracts. The Company had no contract assets at
December 31, 2019 and 2018. 

Contract liabilities for premiums received in advance were $192,471 and $186,158 at January 1, 2019
and 2018, respectively. Contract liabilities will be recognized for any consideration received by the
Company before the transfer of services to the customer. Contract liabilities for premiums received in
advance were $228,441 and $192,471 at December 31, 2019 and 2018, respectively. 
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SET SEG Insurance Services Agency, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

Significant Payment Terms

Payment for services performed by the Company is typically due on a monthly, quarterly, or annual basis
and vary by contract type. The Company does not offer discounts if the customer pays some or all of an
invoiced amount prior to the due date. 

Nature of Promises to Transfer

In most cases, services the Company contracts to transfer to customers are performed by the Company.
In cases where the Company acts as an agent (e.g., brokerage services), the Company provides a
service of arranging for another party to transfer services to the customer and related consideration is
recognized at the net amount of the fee received for services.

Determining the Transaction Price

The transaction price of a contract is the amount of consideration to which the Company expects to be
entitled in exchange for transferring promised services to a customer. Transaction prices do not include
amounts collected on behalf of third parties (e.g., sales taxes).

To determine the transaction price of a contract, the Company considers its customary business
practices and terms of the contract. For the purpose of determining transaction prices, the Company
assumes that the services will be transferred to the customer as promised in accordance with existing
contracts and that the contracts will not be canceled or modified.  

Most of the Company’s contracts with customers have transaction prices based on fixed rates that are
denominated in U.S. dollars and payable in cash. 

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 the expense amounts related to employee compensation, advertising,
general consulting, and various office supplies. The allocated information technology services expenses
are based on salaries and wages of functional categories. Although methods of allocation used are
considered appropriate, other methods could be used that would produce different results.

Advertising Expense 

Advertising expense is charged to income during the year in which it is incurred. Advertising expense for
the years ended December 31, 2019 and 2018 totaled approximately $453,000 and $433,000,
respectively.

Tax Status

The Company filed an application with the Internal Revenue Service to obtain an exemption from federal
income taxes under Section 501(c)(3) of the Internal Revenue Code. The Company was denied favorable
determination from the Internal Revenue Service during the year ended December 31, 2012. As such, the
Company is considered taxable by the Internal Revenue Service. 

A current tax liability or asset is recognized for the estimated taxes payable or refundable on tax returns
for the year. Deferred tax liabilities or assets are recognized for the estimated future tax effects of
temporary differences between financial reporting and tax accounting. A valuation allowance for deferred
tax assets is recognized when there is significant uncertainty about the realization of those future tax
benefits.
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SET SEG Insurance Services Agency, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

Note 2 - Significant Accounting Policies (Continued)

As of December 31, 2019 and 2018, the Company's unrecognized tax benefits and expenses were not
significant. There were no interest and penalties incurred during the years ended December 31, 2019 and
2018. The Company files income tax returns in U.S. federal and State of Michigan jurisdictions.  

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 December 31, 2019 and 2018, there are no net assets with donor restrictions.

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.

Subsequent Events 

The financial statements and related disclosures include evaluation of events up through and including
March 31, 2020, which is the date the financial statements were available to be issued.

The large-scale COVID-19 pandemic may have adverse effects on the Company’s workforce and
business operations and may cause disruptions in commerce, liquidity, and economic activity over an
extended period of time. While it is not yet possible to estimate the financial impact, a large-scale
pandemic could have a material adverse effect on the Company’s financial position and results of
operations.

Subsequent to December 31, 2019, the Company’s investment portfolio has incurred a significant decline
in fair value, consistent with the general decline in financial markets. However, because the values of
individual investments fluctuate with market conditions, the amount of losses that will be recognized in
subsequent periods, if any, cannot be determined.

Note 3 - Adoption of New Accounting Pronouncement

As of January 1, 2019, the Company adopted Financial Accounting Standards Board (FASB)  Accounting
Standards Update (ASU) No. 2014-09, Revenue from Contracts with Customers (Topic 606). Upon
adoption, revenue for certain performance obligations related to consulting and service fees was deferred
at December 31, 2019 and 2018. The Company adopted this accounting pronouncement using a full
retrospective approach. 

8



SET SEG Insurance Services Agency, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

Note 3 - Adoption of New Accounting Pronouncement (Continued)

The following financial statement line items for fiscal year 2018 were affected by the change in
accounting principle:

Statement of Activities and Changes in Net Assets

As Computed
Under Old

Method

As Reported
Under New

Method Effect of Change

Operating revenue - Consulting and service fee
revenue $ 1,976,036 $ 1,971,026 $ (5,010)

Statement of Financial Position

As Computed
Under Old

Method

As Reported
Under New

Method Effect of Change

Premiums received in advance $ 67,208 $ 192,471 $ 125,263
Net assets without donor restrictions 829,749 704,486 (125,263)

As a result of the accounting change, net assets without donor restrictions as of January 1, 2018
decreased from $615,324, as originally reported, to $495,071 using the new accounting standard. 

Note 4 - 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 Federal Deposit Insurance Corporation (FDIC) insurance limits of $250,000 at December 31, 2019
and 2018. The Company had total bank deposits of $1,096,864 and $1,681,421, of which $846,864 and
$1,432,421 was uninsured as of December 31, 2019 and 2018, respectively. 

Note 5 - Investments

Investments at December 31, 2019 and 2018 are as follows:

2019 2018

Mutual funds $ 236,045 $ 192,489
Money market mutual funds 169,155 165,296
Government obligations 171,115 149,330
Corporate bonds 348,873 346,793

Total $ 925,188 $ 853,908

The fair value of debt securities by contractual maturity at December 31, 2019 is shown below. Actual
maturities will differ from contractual maturities because borrower may have the right to call or prepay
obligations with or without call or prepayment penalties.

Fair Value

Due in one year or less $ 20,220
Due in one through five years 499,768

Total $ 519,988

9



SET SEG Insurance Services Agency, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

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 December 31, 2019 and 2018 and the valuation techniques used by the Company to
determine those fair values. 

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.

The money market funds are measured at net asset value (NAV), which is based on the funds' underlying
assets. There are no redemption restrictions or unfunded commitments on these investments.

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

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Balance at
December 31,

2019

Assets
Mutual funds - Equity investments $ 236,045 $ - $ 236,045
Debt securities:

U.S. government and agencies - 171,115 171,115
Corporate bonds - 348,873 348,873

Total debt securities - 519,988 519,988

Deferred compensation:
Stock funds 406,387 - 406,387
Bond funds - 64,771 64,771
Investments measured at net asset value -

Money market funds 21,062

Total deferred compensation 406,387 64,771 492,220

Investments measured at net asset value - Money
market mutual funds - - 169,155

Total assets $ 642,432 $ 584,759 $ 1,417,408
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SET SEG Insurance Services Agency, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

Note 6 - Fair Value Measurements (Continued)

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

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Balance at
December 31,

2018

Assets
Mutual funds - Equity investments $ 192,489 $ - $ 192,489

Debt securities:
U.S. government and agencies - 149,330 149,330
Corporate bonds - 346,793 346,793

Total debt securities - 496,123 496,123

Deferred compensation:
Stock funds 232,698 - 232,698
Bond funds - 45,153 45,153
Investments measured at net asset value -

Money market funds 13,352

Total deferred compensation 232,698 45,153 291,203

Investments measured at net asset value - Money
market 165,296

Total assets $ 425,187 $ 541,276 $ 1,145,111

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.

Deferred compensation - Equity investments and stock 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

Debt securities - U.S. government and agencies and corporate bonds - 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, and credit spreads.

Debt securities - Collateralized mortgage backed - 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. 

Deferred compensation - Bond funds - 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, and
credit spreads.
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SET SEG Insurance Services Agency, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

Note 7 - Property and Equipment

Property and equipment are summarized as follows:

2019 2018
Depreciable
Life - Years

Building improvements $ 207,713 $ 199,813 10-15
Vehicles 714,237 793,068 5
Furniture and fixtures 1,236,646 139,874 3-5
Data processing software and equipment 1,678,548 1,091,244 3-10

Total cost 3,837,144 2,223,999

Less accumulated depreciation 1,340,134 1,262,708

Net property and equipment $ 2,497,010 $ 961,291

Depreciation expense for the years ended December 31, 2019 and 2018 was $251,778 and $257,159,
respectively.

Note 8 - Related Party Transactions

The Company provides reimbursable administrative services, as detailed in executed service agreements
to SET, Incorporated; MASB-SEG Property/Casualty Pool, Inc.; and SEG Self-Insurers Workers'
Compensation Fund, organizations related to the Company through common management and board
governance. Administrative services include insurance billing and collection, marketing, general
accounting services, and office space. The total reimbursement for these services was $11,336,229 and
$10,627,304 for the years ended December 31, 2019 and 2018, respectively. Due from related parties
was $255,982 and $223,601 at December 31, 2019 and 2018, respectively.  

The aforementioned service agreements can be amended at any point during the year, which may result
in a due to/from related parties at year end. At December 31, 2019, SSISA had a related party payable to
SET, Incorporated of $276,437 related to its amended service agreement. At December 31, 2018, SSISA
had a related party payable to SET, Incorporated of $141,247 related to its amended service agreement.
There was also $76,977 and $15,079 of other payables to related parties at December 31, 2019 and
2018, respectively, for insurance expenses incurred by the Company, but paid for by related parties. 

As part of the aforementioned service agreements, the organizations noted above were required to pay a
one-time operating reserve deposit totaling $1,961,704 to the Company in 2009. The operating reserve
contribution is payable by the Company upon termination of the service agreement, which is renewed
annually, and payment of all administrative fees is due under the service agreement. The operating
reserve balance was $1,515,000 and $1,647,704 at December 31, 2019 and 2018, respectively. 

Note 9 - Income Taxes

The components of the income tax provision included in the statement of activities and changes in net
assets are all attributable to continuing operations and are detailed as follows:  

2019 2018

Current income tax expense $ 60,652 $ 80,813
Deferred income tax expense 180,700 15,900
State income tax expense 25,407 21,551

Total income tax expense $ 266,759 $ 118,264
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SET SEG Insurance Services Agency, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

Note 9 - Income Taxes (Continued)

The income tax provision differs from the expense that would result from applying statutory rates to the
increase in net assets without donor restrictions before income taxes due to nondeductible expenses and
changes in estimates. Deferred tax liabilities result principally from accelerated methods of depreciation.
Deferred tax assets result from accrued vacation and severance, deferred compensation plan
contributions, and startup costs.

The details of the net deferred tax (liability) asset at December 31 are as follows:

2019 2018

Total deferred tax assets $ 310,700 $ 250,000
Total deferred tax liabilities (482,100) (240,700)

Net deferred tax (liability) asset $ (171,400) $ 9,300

Note 10 - Employee Benefit Plans

The Company maintains a defined contribution plan for the benefit of employees who have attained the
age of 21 and have completed one year of service. Plan benefits are fully vested after seven years.
Contributions totaled approximately $653,000 and $667,000 for the years ended December 31, 2019 and
2018, respectively.

Effective January 1, 2014, the Company created a nonqualified deferred compensation plan in
accordance with Section 409(a) of the Internal Revenue Code (the "deferred compensation plan"), for
certain employees of the Company. Contributions to the deferred compensation plan are at the sole
discretion of the Company. Contributions into these plans for the years ended December 31, 2019 and
2018 were $130,325 and $77,627, respectively. As of December 31, 2019 and 2018, the Company has
established a liability of $492,220 and $291,203, respectively, for compensation deferred under the plan.
The assets held, consisting of various investments, had a fair value of $492,220 and $291,203 as of
December 31, 2019 and 2018, respectively.

Note 11 - Self-insurance 

Beginning in 2017, the Company has a self-insured medical plan covering all of its eligible employees, as
well as one retiree. The Company's individual excess risk benefit level per employee for 2019 and 2018
was $50,000, with total exposure limited to 125 percent of the aggregate stop loss. Losses in excess of
these limitations are covered by reinsurance. Amounts expensed by the Company under the plan were
$1,129,211 and $1,005,239 for 2019 and 2018, respectively. The Company has recorded an accrual of
approximately $85,000 and $50,000 at December 31, 2019 and 2018, respectively, for known claims and
estimated claims incurred but not reported. There were no reinsurance recoverables received or reported
during the years ended December 31, 2019 and 2018.

Note 12 - Liquidity and Availability of Resources

The following represents the Company's financial assets available within one year of December 31 for
general expenditures are as follows:

2019 2018

Cash $ 930,546 $ 1,591,286
Investments 925,188 853,908
Accounts receivable 4,583 41,469
Due from related parties 255,982 223,601

Financial assets available to meet cash needs for general
expenditures within one year $ 2,116,299 $ 2,710,264
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SET SEG Insurance Services Agency, Inc.

Notes to Financial Statements
December 31, 2019 and 2018

Note 12 - Liquidity and Availability of Resources (Continued)

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 13 - Functional Expenses

The Company provides various services to its members. Expenses related to providing these services 
are as follows  for the years ended December 31, 2019 and 2018:

2019 2018

Program
Services -

Administrative
Services

Management
and General

Program
Services -

Administrative
Services

Management
and General

Salaries, benefits, taxes, and other $ 8,030,731 $ 2,455,810 $ 7,929,466 $ 2,016,940
Advertising and promotion 280,619 172,113 309,621 123,783
Travel 223,722 52,437 252,664 45,592
General consulting 271,877 113,503 132,472 62,516
Postage, printing, and supplies 133,612 104,750 128,111 91,945
Repairs and maintenance - 775,952 - 750,680
Subscriptions and publications - 72,447 - 64,695
General insurance - 124,725 - 118,639
Rent - 22,011 - 20,532
Legal fees - 26,533 - 10,307
Depreciation - 251,778 - 257,159
Utilities and telephone - 310,341 - 259,996
Other - 246,155 - 212,142

Total $ 8,940,561 $ 4,728,555 $ 8,752,334 $ 4,034,926

Note 14 - Contingent Liabilities

The Company is subject to various legal proceedings and claims that arise in the ordinary course of its
business. The Company believes that the amount, if any, of ultimate liability with respect to legal actions
will be insignificant or will be covered by insurance.
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Additional Information
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Independent Auditor's Report on Additional Information

To the Board of Directors
SET SEG Insurance Services Agency, Inc.

We have audited the financial statements of SET SEG Insurance Services Agency, Inc. as of and for the years
ended December 31, 2019 and 2018 and have issued our report thereon dated March 31, 2020, which contained
an unmodified opinion on those financial statements. Our audits were performed for the purpose of forming an
opinion on the financial statements as a whole. The accompanying schedule of operating expenses is presented
for the purpose of additional analysis and is 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.

March 31, 2020
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SET SEG Insurance Services Agency, Inc.

Schedule of Operating Expenses
Year Ended December 31, 2019 and 2018

2019 2018

Salaries $ 7,707,421 $ 7,155,916
Travel 276,159 298,255
Payroll taxes and employee benefits 1,344,731 1,272,973
Employee insurance 1,391,950 1,462,149
Employee training 42,440 55,370
Trustee expenses 30,027 16,244
Meetings 37,652 32,622
Advertising and promotion 452,731 433,403
Printing 47,552 54,268
Office supplies 158,729 121,892
Postage 32,081 43,897
Telephone 73,617 70,542
Dues and subscriptions 72,447 64,695
Accounting 21,500 20,980
General insurance 124,725 118,639
Legal fees 26,533 10,307
Rent 22,011 20,532
Software maintenance 775,952 750,680
Utilities 236,724 189,454
Miscellaneous 6,907 2,904
General consulting 385,380 194,987
Depreciation 251,778 257,159
Loss on disposal of property and equipment 42,845 32,258
Association and conference sponsorships 107,224 107,134

Total operating expenses $ 13,669,116 $ 12,787,260
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