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INDEPENDENT AUDITORS’ REPORT 

 
 
 
Board of Trustees 
Santa Fe Institute 
Santa Fe, New Mexico 
 
 
Report on the Financial Statements 

We have audited the accompanying financial statements of Santa Fe Institute, a nonprofit organization 
which comprise the statements of financial position as of December 31, 2020 and 2019, and the related 
statements of activities, functional expenses, 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. 
 
Auditors’ Responsibility 

Our responsibility is to express an opinion on the financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit 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 auditors’ 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. 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Santa Fe Institute as of December 31, 2020 and 2019, 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. 
 
Other Matters 

Other Information – Schedule of Expenditures of Federal Awards 

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. 
The schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal 
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements 
for Federal Awards, is presented for purposes 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. 
 
Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
September 15, 2021, on our consideration of Santa Fe Institute’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and 
grant agreements and other matters. The purpose of that report is solely to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, and not 
to provide an opinion on the effectiveness of Santa Fe Institute’s internal control over financial reporting 
or on compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering Santa Fe Institute’s internal control over financial reporting and 
compliance. 
 

a 
 
CliftonLarsonAllen LLP 

Albuquerque, New Mexico 
September 15, 2021 
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2020 2019

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents 2,954,701$        2,008,588$        

Receivables:
Other Receivables 1,596,058          623,700             

Pledges Receivable 1,350,000          100,000             

Grants 396,835             280,488             
Prepaid Expenses 2,689                 11,627               

Endowment Assets Appropriated for Expenditure 571,952             527,012             

Total Current Assets 6,872,235          3,551,415          

NONCURRENT ASSETS
Receivables:

Pledges Receivable 578,637             646,321             
Related Party Receivable 219,958             324,198             

Property and Equipment, Net 12,982,114        12,517,160        

Investments 30,547,473        32,881,753        
Total Noncurrent Assets 44,328,182        46,369,432        

Total Assets 51,200,417$      49,920,847$      

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts Payable 148,503$           287,359$           
Accrued Payroll and Related Liabilities 791,307             643,385             
Deferred Revenue 137,167             131,167             
Conditional Grants 78,540 -                        

Total Current Liabilities 1,155,517          1,061,911          

LONG-TERM LIABILITIES
Loans Payable, Net of Issuance Costs 3,028,058          -                        

Total Liabilities 4,183,575          1,061,911          

NET ASSETS
Without Donor Restrictions:

Undesignated 9,716,036          9,781,799          

With Donor Restrictions:
Purpose Restrictions 22,881,705        23,886,799        
Passage of Time 1,928,637          746,321             

Subject to Appropriation 392,164             2,345,717          

Perpetual in Nature 12,098,300        12,098,300        
Total With Donor Restrictions 37,300,806        39,077,137        

Total Net Assets 47,016,842        48,858,936        

Total Liabilities and Net Assets 51,200,417$      49,920,847$      
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Without Donor With Donor

Restrictions Restrictions Total
REVENUE, SUPPORT, AND GAINS

ACtioN (Formerly Business Network) 1,184,130$      -$                    1,184,130$      
ACtioN Studio Workshops 75,000 75,000             
Government Grants 1,509,925        -                      1,509,925        
Gifts and Nongovernment Grants 4,106,495        4,225,820        8,332,315        
Tuition 24,280             -                      24,280             
Net Investment Income (Loss) (7,585)             (2,635,592)       (2,643,177)       
Net Assets Released from Restrictions -
  Satisfaction of Restrictions 3,366,559        (3,366,559)       -                      

Total Revenue, Support, and Gains 10,258,804      (1,776,331)       8,482,473        
.

EXPENSES
Program Service 6,008,179        -                      6,008,179        
Management and General 4,090,188        -                      4,090,188        
Fundraising and Development 226,200           -                      226,200           

Total Expenses 10,324,568      -                      10,324,568      

CHANGE IN NET ASSETS (65,764)           (1,776,331)       (1,842,095)       

Net Assets - Beginning of Year 9,781,799        39,077,137      48,858,936      

NET ASSETS - END OF YEAR 9,716,036$      37,300,806$    47,016,842$    
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Without Donor With Donor

Restrictions Restrictions Total
REVENUE, SUPPORT, AND GAINS

ACtioN (Formerly Business Network) 1,104,708$      -$                    1,104,708$      
ACtioN Studio Workshops 275,000           -                      275,000           
Government Grants 1,920,851        -                      1,920,851        
Gifts and Nongovernment Grants 2,881,118        2,467,749        5,348,867        
Tuition 411,416 -                      411,416           
Net Investment Income (Loss) 1,963,019        7,215,089        9,178,108        
Net Assets Released from Restrictions -
  Satisfaction of Restrictions 2,685,261        (2,685,261)       -                      

Total Revenue, Support, and Gains 11,241,373      6,997,577        18,238,950      

EXPENSES
Program Service 8,204,410        -                      8,204,410        
Management and General 3,905,589        -                      3,905,589        
Fundraising and Development 204,830           -                      204,830           

Total Expenses 12,314,829      -                      12,314,829      

CHANGE IN NET ASSETS (1,073,456)       6,997,577        5,924,121        

Net Assets - Beginning of Year 10,855,255      32,079,560      42,934,815      

NET ASSETS - END OF YEAR 9,781,799$      39,077,137$    48,858,936$    
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Program Management Fundraising and
Service and General Development Total

Salaries 3,911,259$    2,165,493$    190,462$       6,267,214$    
Taxes and Benefits 660,681         459,832         34,242           1,154,755      
Contract Labor 359,459         481,203         -                    840,662         
Advertising -                    13,760           -                    13,760           
Office Expense 70,466           176,450         24                 246,940         
Technology 86,467           164,256         -                    250,723         
Occupancy 50,753           17,211           -                    67,964           
Maintenance and Repair 1,001             80,007           -                    81,008           
Travel 157,411         1,636             326                159,373         
Lodging 77,969           5,956             381                84,306           
Interest Expense -                    48,563           -                    48,563           
Stipends 129,346         -                    -                    129,346         
Subawards 87,796           -                    -                    87,796           
Depreciation 266,915         90,515           -                    357,430         
Insurance 810                147,042         -                    147,852         
Food and Beverage 48,505           28,087           80                 76,672           
Supplies 52,810           81,314           -                    134,124         
Dues and Subscriptions 18,915           47,055           -                    65,970           
Miscellaneous 27,616           77,525           -                    105,141         
Taxes and Licenses -                    4,283             685                4,968             

Total Expenses by Function 6,008,179$    4,090,188$    226,200$       10,324,568$  
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Program Management Fundraising and
Service and General Development Total

Salaries 3,583,492$    2,177,692$    175,497$       5,936,681$    
Taxes and Benefits 791,203         335,882         29,133           1,156,218      
Contract Labor 763,822         479,626         -                    1,243,448      
Advertising -                    69,208           -                    69,208           
Office Expense 63,881           157,124         2                   221,007         
Technology 82,541           135,362         -                    217,903         
Occupancy 189,515         21,057           -                    210,572         
Maintenance and Repair 14,919           101,670         -                    116,589         
Travel 629,912         16,550           -                    646,462         
Lodging 638,001         17,167           -                    655,168         
Stipends 324,084         -                    -                    324,084         
Subawards 162,718         -                    -                    162,718         
Depreciation 227,713         25,301           -                    253,014         
Insurance 634                169,004         -                    169,638         
Food and Beverage 442,741         42,519           138                485,398         
Supplies 92,738           75,832           60                 168,630         
Dues and Subscriptions 73,599           22,897           -                    96,496           
Honoraria 54,750           1,000             -                    55,750           
Miscellaneous 68,148           54,382           -                    122,530         
Taxes and Licenses -                    3,315             -                    3,315             

Total Expenses by Function 8,204,410$    3,905,589$    204,830$       12,314,829$  

 
 



SANTA FE INSTITUTE 
STATEMENTS OF CASH FLOWS 

YEARS ENDED DECEMBER 31, 2020 AND 2019 
 
 
 

See accompanying Notes to Financial Statements. 
(8) 

 
2020 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets (1,842,095)$     5,924,121$      
Adjustments to Reconcile Change in Net Assets to Net Cash
  Used by Operating Activities:

Depreciation 357,430           253,014           
Net Investment Income 2,648,269        (6,117,971)       
Debt Forgiveness - Principal 100,000           100,000           
Debt Forgiveness - Interest 9,168               7,270               
Changes in Assets and Liabilities:

Receivables (2,166,781)       (680,373)          
Other Current Assets 8,938               (3,554)             
Current Liabilities 12,496             89,364             

Net Cash Used by Operating Activities (872,575)          (428,129)          

CASH FLOWS FROM INVESTING ACTIVITIES
Investments Purchased (13,638,138)     (8,397,333)       
Proceeds of Investments Sold 13,279,209      9,815,524        
Purchase of Property and Equipment (822,384)          (2,690,113)       

Net Cash Used by Investing Activities (1,181,313)       (1,271,922)       

CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Loans Payable 3,000,000        -                      

NET CHANGE IN CASH AND CASH EQUIVALENTS 946,112           (1,700,051)       

Cash and Cash Equivalents - Beginning of Year 2,008,588        3,708,639        

CASH AND CASH EQUIVALENTS - END OF YEAR 2,954,701$      2,008,588$      

SUPPLEMENTAL DISCLOSURES OF NONCASH ACTIVITIES
Debt Forgiveness - Principal 100,000$         100,000$         

Debt Forgiveness - Interest 9,168$             7,270$             
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NOTE 1 PRINCIPAL ACTIVITY AND SIGNIFICANT ACCOUNTING POLICIES 

Organization 

Santa Fe Institute (the Institute), a nonprofit New Mexico corporation, was organized to 
create a new kind of scientific research community to pursue emerging trans-disciplinary 
science. Its primary mission is to conduct research in the physical, biological, and social 
sciences; to catalyze new collaborative projects that break down barriers between traditional 
disciplines; to spread its ideas and methodologies to other scientists via educational 
programs; and to encourage the practical application of its results. Funding for the operation 
of the Institute comes from government, foundations, corporations, and individual 
contributions. 
 
Basis of Accounting 

The Institute prepares its financial statements in accordance with accounting principles 
generally accepted in the United States of America (GAAP) on the accrual basis of 
accounting. 
 
Net Assets 

Net assets, revenues, gains, and losses are classified based on the existence or absence of 
donor or grantor imposed restrictions. Accordingly, net assets and changes therein are 
classified and reported as follows: 
 

Net Assets Without Donor Restrictions – Net assets available for use in general 
operations and not subject to donor (or certain grantor) restrictions. The governing board 
has designated, from net assets without donor restrictions, net assets for an operating 
reserve and board-designated endowment. 
 
Net Assets With Donor Restrictions – Net assets subject to donor- (or certain grantor-) 
imposed restrictions. Some donor-imposed restrictions are temporary in nature, such as 
those that will be met by the passage of time or other events specified by the donor. 
Other donor-imposed restrictions are perpetual in nature, where the donor stipulates that 
resources be maintained in perpetuity. Donor-imposed restrictions are released when a 
restriction expires, that is, when the stipulated time has elapsed, when the stipulated 
purpose for which the resource was restricted has been fulfilled, or both.  
 

Revenue and Revenue Recognition 

Contributions are recognized when cash, securities or other assets, an unconditional 
promise to give, or notification of a beneficial interest is received. Conditional promises to 
give are not recognized until the conditions on which they depend have been substantially 
met.  
 
The Institute reports gifts of land, buildings, and equipment as support without donor 
restrictions unless restrictions are placed on the asset by the donor. Gifts of long-lived 
assets with explicit restrictions that specify how the assets are to be used and gifts of cash 
or other assets that must be used to acquire long-lived assets are reported as support with 
donor restrictions. Absent explicit donor stipulations about how long those long-lived assets 
must be maintained, the Institute reports expirations of donor restrictions when the donated 
or acquired long-lived assets are placed in service.  
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NOTE 1 PRINCIPAL ACTIVITY AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Revenue and Revenue Recognition (Continued) 

ACtioN Membership – The Institute offers a business network membership program 
(ACtioN). Membership payments entitle members to member-only content on SFI’s website, 
virtual meetings, and attendance at the annual ACtioN symposium. Membership dues, 
which are non-refundable, are comprised of an exchange component based on the cost of 
benefits provided, and a contribution component for the difference between the total 
payment and the exchange component. ACtioN exchange revenues are prorated over the 
membership term (over time), which is a 12 month period, and the contribution component is 
recognized immediately. 
 
ACtioN Studio Workshops – Studio payments entitle organizations, governments, and 
ACtioN members to complexity science workshops with SFI scholars. Studio revenue is 
recognized based on occurrence of the workshop (point in time). 
 
Tuition – Tuition payments entitle students, postdoctoral fellows, and professionals to 
educational programming, including: summer school, workshops, and online courses. 
Tuition revenue is recognized at the end of the instruction period for Summer school and 
online courses, and in the period workshops occur (point in time). 
 

Conditional Grants 

Revenue from conditional grants is deferred and recognized in the period to which 
conditions are met. There were $78,540 of conditional grants as of December 31, 2020 and 
2019 based on measurable performance barriers that had not been met. 
 
Use of Net Assets With Donor Restrictions 

When expenses are incurred for which either net assets with or without donor restriction 
may be used, net assets with donor restriction are used first. 
 
Grants Receivable 

Grants receivable are amounts due from various federal, foundation, and corporate grants 
as of year-end. Grants receivable balances result primarily from unreimbursed grant 
expenditures as of the end of the year. There were no uncollectible grants receivable as of 
December 31, 2020 and 2019. 
 
Other Receivables 

Other receivables are amounts due from various sources as of year-end. The Institute 
determines its allowance for other receivables considering their knowledge of collectability. 
There was no allowance for doubtful accounts as of December 31, 2020 and 2019. 
 
Donations and In-Kind Contributions 

Donated assets, including investments, and in-kind contributions are recorded at their 
estimated fair market value at the date of receipt. 
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NOTE 1 PRINCIPAL ACTIVITY AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Cash and Cash Equivalents 

We consider all cash and highly liquid financial instruments with original maturities of three 
months or less, which are neither held for nor restricted by donors for long-term purposes, to 
be cash and cash equivalents. Cash and highly liquid financial instruments restricted to 
building projects, endowments that are perpetual in nature, or other long-term purposes are 
excluded from this definition. 
 

Investments 

Investments consist of equity stock and mutual funds which are recorded at fair value in 
accordance with ASC 820, Fair Value Measurements and Disclosures. Realized and 
unrealized gains and losses are recognized in the statement of activities. 
 
Property and Equipment 

Property and equipment are stated at cost or fair market value when received, if donated. 
Provision for depreciation is computed using the straight-line method over the estimated 
useful life of the property. Purchases of furniture, equipment, computers, and software over 
$5,000 are capitalized and depreciated over 3 to 10 years. Buildings and improvements and 
capitalized interest are depreciated over 30 to 39 years. Certain computer equipment items 
have been purchased with federal funds but vest with the Institute at the end of the 
applicable grant period. 
 
Income Taxes  

The Institute files an exempt organization return in the U.S. federal jurisdiction. The Institute 
has no unrecognized tax benefit which would require an adjustment to the January 1, 2020 
beginning balance of net assets and had no unrecognized tax benefits at December 31, 
2020. 
 
Functional Allocation of Expenses 

The costs of providing the Institute’s various programs and supporting services have been 
summarized on a functional basis in the statement of activities. Accordingly, certain costs 
have been allocated among the programs and supporting services benefitted. Allocated 
costs are primarily made up of payroll and occupancy, which are allocated based on time 
and effort and square footage, respectively. 
 
Estimates 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires us to make estimates and assumptions 
that affect the reported amounts of assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting 
period. Actual results could differ from those estimates, and those differences could be 
material. 
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NOTE 2 FAIR VALUE MEASUREMENTS 

Financial Accounting Standards Board (FASB) Accounting Standards Codification 
(ASC) 820, Fair Value Measurements and Disclosures, provides the framework for 
measuring fair value. That framework provides a fair value hierarchy that prioritizes the 
inputs to valuation techniques used to measure fair value. The hierarchy gives the highest 
priority to unadjusted quoted prices in active markets for identical assets or liabilities 
(Level 1 measurement) and the lowest priority to unobservable inputs (Level 3 
measurements). The three levels of the fair value hierarchy under FASB ASC 820 are 
described as follows: 

Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities 
that we can access at the measurement date.  

Level 2 – Inputs other than quoted prices included within Level 1 that are observable for 
the asset or liability, either directly or indirectly. These include quoted prices for similar 
assets or liabilities in active markets, quoted prices for identical or similar assets or 
liabilities in markets that are not active, inputs other than quoted prices that are 
observable for the asset or liability, and market-corroborated inputs. 

Level 3 – Unobservable inputs for the asset or liability. In these situations, we develop 
inputs using the best information available in the circumstances. 

The asset or liability’s fair value measurement level within the fair value hierarchy is based 
on the lowest level of any input that is significant to the fair value measurement. Valuation 
techniques used need to maximize the use of observable inputs and minimize the use of 
unobservable inputs. 
 
Following is a description of the valuation methodologies used for assets measured at fair 
value. There have been no changes in the methodologies used at December 31, 2020 and 
2019. 

Corporate Stock – Valued at the closing price reported on the active market on which the 
individual securities are traded. 

Mutual Funds – Valued at the net asset value (NAV) of shares held by the Institute at 
year-end using prices quoted by the relevant pricing agent. 

Hedge Fund – Valued at fair value of the fund’s net assets value (NAV) equivalent as of 
the measurement date as a practical expedient, as determined by the Institute, in 
instances where there is not a readily determinable fair value. In determining fair value, 
the Institute utilizes valuations provided by the investment funds. The investment funds 
value securities and other financial instruments on a fair value basis of accounting. The 
estimated fair values of certain investments of the funds, which may include private 
placements and other securities for which prices are not readily available, are 
determined by the managers of the investment funds, which in turn is based on the most 
recent information available to the fund manager for the underlying, including the audited 
financial statements of the underlying funds, and may reflect amounts that could be 
realized upon immediate sale, nor amounts that ultimately may be realized. Accordingly, 
the estimated fair values may differ significantly from the values that would have been 
used had a ready market existed for these investments. 
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NOTE 2 FAIR VALUE MEASUREMENTS (CONTINUED) 

The valuation methods used by the Institute may produce a fair value calculation that may 
not be indicative of net realizable value or reflective of future fair values. Furthermore, 
although the Institute believes its valuation methods are appropriate and consistent with 
other market participants, the use of different methodologies or assumptions to determine 
the fair value of certain financial instruments could result in a different fair value 
measurement at the reporting date. 
 
The following table is a summary of the Institute’s assets valued at fair value using Level 1 
measurements, NAV practical expedient, and cost as of December 31: 
 

2020 2019
Mutual Funds 15,272,891$    12,522,750$    
Corporate Stock 15,327,963      12,460,188      
Equities 400,971           -                      

Total Assets in the Fair Value Hierarchy - Level 1 31,001,825      24,982,938      
Investment Measured at NAV Practical Expedient -                      8,308,227        
Investment Carried at Cost 117,600           117,600           

Investments at Fair Value 31,119,425$    33,408,765$    

T
he following summarizes information related to the investment whose fair value is 
determined based upon NAV – practical expedient and has redemption restrictions: 
 

Redemption
Estimated Redemption Notice Underfunded
Fair Value Frequency Period Commitments

December 31, 2020
Hedge Fund -$                    Quarterly 30 Days -$                    

December 31, 2019
Hedge Fund 8,308,227$      Quarterly 30 Days -$                    
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NOTE 3 PROPERTY AND EQUIPMENT 

Property and equipment consists of the following at December 31: 
 

2020 2019
Assets Not Being Depreciated:

Land 4,774,192$      4,774,192$      
Artwork 546,254           546,254           
Construction in Progress 364,459           3,038,350        

Total Assets Not Being Depreciated 5,684,905        8,358,796        

Assets Being Depreciated:
Building and Improvements 12,348,602      8,955,333        
Ground Improvements 189,884           189,884           
Equipment 288,571           219,036           
Computer Equipment and Software 1,092,491        1,083,389        
Furniture and Fixtures 359,595           335,227           

Total Assets Being Depreciated 14,279,143      10,782,869      
Less: Accumulated Depreciation (6,981,934)       (6,624,505)       

Total Capital Assets Being Depreciated, Net 7,297,209        4,158,364        

Total Capital Assets, Net 12,982,114$    12,517,160$    

 
 

NOTE 4 NET ASSETS WITH DONOR RESTRICTIONS 

Net assets with donor restrictions are restricted for the following purposes or periods. 
 

2020 2019
Subject to Expenditure for Specified Purpose:

Various Research 18,111,705$    18,436,799$    
Various Use and Resale 4,770,000        5,450,000        

Total 22,881,705      23,886,799      

Subject to Passage of Time:
Pledges Receivable 1,928,637        746,321           

Subject to Appropriation:
Endowment Earnings 392,164           2,345,717        

Not Subject to Appropriation:
Endowment Funds 12,098,300      12,098,300      

Total Net Assets with Donor Restrictions 37,300,806$    39,077,137$    
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NOTE 4 NET ASSETS WITH DONOR RESTRICTIONS (CONTINUED) 

Net assets were released from donor restrictions by incurring expenses satisfying the 
restricted purpose or by occurrence of the passage of time or other events specified by the 
donors as follows for the years ended December 31: 
 

2020 2019
Satisfaction of Purpose Restrictions:

Various Research 2,064,607$      2,158,249$      
Various Use and Resale 680,000           -                      
Appropriation of Endowment Earnings 571,952           527,012           
Pledges Receivable 50,000             -                      

Total 3,366,559$      2,685,261$      

 
 

NOTE 5 PLEDGES RECEIVABLE 

Pledges receivable are discounted and recorded at the net present value of estimated future 
cash flows. 
 
Expected Cash Collection 2,050,000$      
Less: Discount to Present Value (121,363)          

Present Value of Pledges Receivables 1,928,637$      

 
The amount of pledges receivable expected to be collected in the next five years follows: 
 

Year Amount
2021 1,350,000$      
2021 100,000           
2022 100,000           
2023 100,000           
2024 100,000           

Thereafter 300,000           
Total Pledge Receivable 2,050,000$      

 
 

NOTE 6 PENSION PLAN 

The Institute has a defined contribution pension plan covering all employees. The plan is 
administered by the Teachers’ Insurance and Annuity Association and College Retirement 
Equities Fund (TIAA-CREF). The employer’s match is currently 4% of contributing 
employees’ salaries. Pension expense was $118,973 and $180,688 in 2020 and 2019, 
respectively. 
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NOTE 7 CONCENTRATION OF CREDIT RISK 

The Institute maintains a majority of its cash accounts in one commercial bank, with the 
remainder being held with one investment broker. The amounts on deposit in interest 
bearing accounts and certificates of deposit at and during the years ended December 31, 
2020 and 2019 exceeded the insurance limits of the Federal Deposit Insurance Corporation. 
At December 31, 2020 and 2019, the Institute’s uninsured balance was $2,465,126 and 
$1,578,433, respectively. 
 
 

NOTE 8 ENDOWMENT 

The Institute’s endowment consists of a single pooled fund. All endowments are classified 
as net assets with donor restrictions as per the endowment agreements. Income is available 
and used for purposes deemed appropriate by the Institute subject to use restrictions 
imposed by donor gift agreements informed by internal policies. As required by GAAP, net 
assets associated with endowment funds, including funds designated by the board of 
trustees to function as endowments, are classified and reported based on the existence or 
absence of donor-imposed restrictions.  
 
Interpretation of Relevant Law 

The board of trustees of the Institute has interpreted the applicable governing law (Article 9, 
Uniform Management of Institutional Funds Act of the State of New Mexico) as requiring the 
preservation of the fair value of the original gift as of the gift date of the donor-restricted 
endowment funds absent explicit donor stipulations to the contrary. As a result of this 
interpretation, the Institute classifies as net assets with donor restrictions: (a) the original 
value of gifts donated to the permanent endowment, (b) the original value of subsequent 
gifts to the permanent endowment, and (c) accumulations to the permanent endowment 
made in accordance with the direction of the applicable donor gift instrument at the time the 
accumulation is added to the fund. The remaining portion of the donor-restricted endowment 
fund that is not held in perpetuity is classified as subject to appropriation until those amounts 
are appropriated for expenditure by the Institute in a manner consistent with the standard of 
prudence prescribed by the previously referred to act. 
 
The endowment net asset composition by type consisted of entirely endowment funds with 
donor restrictions as of December 31, 2020 and 2019. 
 
Changes in endowment net assets for the year ended December 31: 
 
December 31, 2020
Endowment Net Assets - Beginning of Year 14,444,017$      
Net Investment Income (Loss) (1,381,602)         
Contributions, Reversions, and Changes
  in Donor Restrictions -                        
Appropriation of Endowment Assets
  for Expenditure (571,952)            
Endowment Net Assets - End of Year 12,490,463$      
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NOTE 8 ENDOWMENT (CONTINUED) 

December 31, 2019
Endowment Net Assets - Beginning of Year 11,673,110$      
Net Investment Income (Loss) 3,297,919          
Contributions, Reversions, and Changes
  in Donor Restrictions -                        
Appropriation of Endowment Assets
  for Expenditure (527,012)            
Endowment Net Assets - End of Year 14,444,017$      

 
As of December 31, 2020, there were no underwater endowment funds as the fair-market-
value of underlying investments exceeded the net assets with donor restriction for 
endowment funds not subject to appropriation.  
 
Strategies Employed for Achieving Objectives 

To satisfy its long-term rate of return objectives, the Institute relies on a total return strategy 
in which investment returns are achieved through both capital appreciation (realized and 
unrealized) and current yield (interest and dividends). The Institute targets a diversified 
asset allocation that, as of December 31, 2020, places a greater emphasis on equity based 
investments to achieve its long-term return objectives within prudent risk constraints. A 
separate pool was established in 2016 for net assets without restrictions that do not allow for 
reduction of the corpus associated with investment losses. 
 
Spending Policy and How the Investment Objectives Relate to Spending Policy 

Appropriation of funds is determined, in part, based on donor stipulations and approved by 
the Institute’s Finance Committee. 
 
Return Objectives and Risk Parameters 

The objective of the investment program is to enhance the Institute’s endowment fund 
portfolio through total investment return, and to provide current operating income through 
the interest, capital gains, and dividends that the fund generates. The investment program 
incorporates prudent risk constraints. 
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NOTE 9 RELATED PARTY RECEIVABLE 

Effective August 1, 2015, the Institute provided the President with three loans, each of which 
is documented by a Promissory Note prescribing interest compounded annually (at the then 
Applicable Federal Rate of 1.77%), repayment schedule, and consequences of default, 
among other terms. Principal and interest under these notes is due five years from the 
Effective Date. The Institute amended the terms of this agreement on June 24, 2019 to 
extend the term beyond August 1, 2020. Furthermore, a final amendment to the Promissory 
Note was executed December 19, 2020, wherein the Institute modified the original maturity 
of these loans as follows: the first of these loans, in the amount of $100,000, was fully 
forgiven July 31, 2020. The second of these loans, in the amount of $100,000, will be 
forgiven in the event the Institute's perpetual endowment investment pool increases by at 
least twenty million dollars. Per the final amendment, this term has been met based on the 
determination of the board of trustees, and will be forgiven effective August 1, 2021. The 
third loan , in the amount of $100,000, is to be forgiven as of August 1, 2022. 
 
The amount of principal and interest forgiven was $109,168 and $107,720 for December 31, 
2020 and 2019, respectively. 
 
 

NOTE 10 LIQUIDITY AND AVAILABILITY OF RESOURCES 

The Institute has a goal to maintain financial assets, which consist of cash, net realizable 
value of receivables, short-term investments, and endowment assets appropriate for 
expenditure to meet at a minimum of 60 days of normal operating expenses, which are, on 
average, approximately $2 million. For purposes of analyzing resources available to meet 
general expenditures over a 12-month period, the Institute considers all expenditures related 
to ongoing activities including governance, facilities, regulatory programs, member services, 
and publications. The Institute includes in its consideration those expenditures covered by 
donor-restricted resources. As part of its liquidity management, excess cash will be invested 
in liquid income-producing instruments, to the extent that it is allowed by funding agencies.  
 
Financial assets available to meet general expenditures are as follows as of December 31: 
 
 2020 2019
Current Financial Assets 6,297,594$      3,012,776$      
Endowment Assets Appropriated for 

General Expenditures 571,952           527,012           
Total Financial Assets Available to Meet General

Expenditures Over the Next 12 Months 6,869,546$      3,539,788$      

F
urthermore, the Institute has a goal to maintain cash and cash equivalents and investments 
in excess of net assets with donor restrictions to ensure the ability to hold net assets 
restricted in perpetuity and to meet purpose restrictions for various research. An analysis of 
net assets with donor restriction compared to cash and cash equivalents and investments 
on hand as is as follows as of December 31: 
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NOTE 10 LIQUIDITY AND AVAILABILITY OF RESOURCES (CONTINUED) 

 2020 2019
Net Assets with Donor Restriction (37,300,806)$   (39,077,137)$   
Cash and Cash Equivalents 2,954,701        2,008,508        
Investments 30,547,473      32,881,753      
Endowment Assets Appropriated for Expenditure 571,952           527,012           
Contributed Property Restricted for

Various Use and Resale 4,770,000        5,450,000        
Amount in Excess (Deficit) of Donor Restrictions 1,543,320$      1,790,136$      

 
 

NOTE 11 DEBT 

The Institute’s debt obligations consist of a 3.00% loan payable in the amount of 
$3,000,000. Principal and interest payments are deferred for 12 months (unpaid interest 
capitalized to loan), beginning from loan disbursement date of June 5th, 2020. 15% of the 
principal is due by the end of the second year and third years, respectively, with a balloon 
payment of 70% at the end of the fourth year. The loan is secured by real property owned by 
the Institute. 
 
During 2020, the Institute established a liquidity access line with a financial institution for up 
to $2,000,000 at an annual rate equal to the financial institutions prime rate of 2.65% plus 
30-day London Interbank Offered Rate (LIBOR). There was no outstanding balance on this 
line-of-credit as of December 31, 2020.  
 
The future scheduled maturities of debt are as follows:  
 
Loan Payable 3,000,000$      
Accrued Interest 45,282             
Less: Amortized Loan Issuance Costs (17,224)           

Loans Payable, Net of Issuance Costs 3,028,058$      

Year Ending December 31, Amount
2021 -$                    
2022 450,000           
2023 450,000           
2024 2,100,000        
Total 3,000,000$      

 
 
Furthermore, the Institute received a loan from the Small Business Administration (SBA) 
Paycheck Protection Program (PPP) in the amount of $1,122,900, with a fixed interest rate 
of 1%, and monthly payments of $63,210 beginning 7 months from the issue date of April, 
30, 2020. Subsequently, the Institute applied for and received forgiveness in full based on 
qualifying costs incurred during the year. The amount of loan forgiveness was calculated in 
accordance with the requirements of the Paycheck Protection Program, including provisions 
of Section 1106 of the Coronavirus Aid, Relief, and Economic Security Act (CARES Act) 
(P.L. 116-136).  
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NOTE 12 CHANGE IN ACCOUNTING PRINCIPLE 

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers 
(Topic 606). Subsequent to May 2014, FASB issued six ASUs to clarify certain matters 
related to Topic 606. Topic 606 supersedes the revenue recognition requirements in FASB 
ASC 605, Revenue Recognition, and requires the recognition of revenue when promised 
goods or services are transferred to customers in an amount that reflects the consideration 
to which an entity expects to be entitled in exchange for those goods or services. The 
updates address the complexity of revenue recognition and provide sufficient information to 
enable financial statements users to understand the nature, amount, timing, and uncertainty 
of revenue and cash flows arising from contracts with customers. 
 
The Institute’s financial statements reflect the application of ASC 606 guidance beginning in 
2019. No cumulative-effect adjustment in net assets was recorded because the adoption of 
ASU 2014-09 did not significantly impact the organization’s reported historical revenue. 
 
 

NOTE 13 SUBSEQUENT EVENTS 

In December 2019, a novel strain of coronavirus was reported in Wuhan, China. The World 
Health Organization (WHO) has declared the outbreak to constitute a “Public Health 
Emergency of International Concern.” Local, U.S., and world governments have encouraged 
self-isolation to curtail the spread of the global pandemic, coronavirus disease (COVID-19), 
by mandating temporary work stoppage in many sectors and imposing limitations on travel 
and size and duration of group meetings. The COVID-19 outbreak is disrupting supply 
chains and affecting production and sales across a range of industries. 
 
For the Institute’s fiscal and calendar year 2020, restrictions imposed by the governor of the 
state of New Mexico resulted in the Institute cancelling or postponing a number of in-person 
workshops, working groups, educational activities, and annual events (e.g. InterPlanetary 
Festival 2020). As of December 31, 2020 these restrictions were still in place and both 
campuses remained closed. As a result, a number of fundraising and Applied Complexity 
activities were either cancelled or performed through digital media to the extent possible.  
Due to various COVID-19 restrictions, SFI staff was primarily working remotely through  
July 6, 2021. 
 
Revenues associated with in-house visitor experiences decreased during this period. In 
order to increase liquidity at the onset of COVID-19, SFI took on a $1.1M PPP loan, a $3M 
loan from the New Mexico Relief Fund, and obtained a line of credit. As a result of the 
uncertainty surrounding revenue inflows, SFI put in place a series of staff salary cuts and 
austerity measures reducing expenses in July of 2020. These austerity measures were lifted 
by year-end 2020. 
 
Beginning on July 6, 2021, the Santa Fe Institute was allowed to fully reopen to the public. 
Due to Covid variants and to unvaccinated populations in New Mexico and other States, the 
continuing impact of COVID-19 on the SFI's operational and financial performance cannot 
be fully predicted. 
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Federal Pass-Through Entity Passed

Federal Grantor/Pass through Grantor/ CFDA Identifying Through to Federal
Program or Cluster Title Number Number Subrecipients Expenditures

Research and Development Cluster of Programs (Major Program):
National Science Foundation

Direct Awards:
Mathematical and Physical Sciences 47.049 PHY-1838420 -$                     115,651$          
Mathematical and Physical Sciences 47.049 IIS-1838251 -                       103,837            
Mathematical and Physical Sciences 47.049 DMR-1910736 -                       19,741              

Total Mathematical and Physical Sciences CFDA -                       239,229            

Biological Sciences 47.074 IOS-1656849 -                       1,852                
Biological Sciences 47.074 DEB-1745355 -                       23,295              
Biological Sciences 47.074 DBI-1927319 -                       41,736              

Total Biological Sciences CFDA -                       66,883              

Social, Behavioral, and Economic Sciences 47.075 SMA-1620462 34,869              199,986            
Social, Behavioral, and Economic Sciences 47.075 SES-1757211 -                       66,012              
Social, Behavioral, and Economic Sciences 47.075 BCS-1841416 -                       396                   
Social, Behavioral, and Economic Sciences 47.075 BCS-1918490 -                       91,292              
Social, Behavioral, and Economic Sciences 47.075 SES-1949432 -                       70,640              
Social, Behavioral, and Economic Sciences 47.075 SES-2019982 51,988              70,920              

Total Social, Behavioral, and Economic Sciences CFDA 86,858              499,245            

Geosciences 47.050 GS-1807478 17,725              
Total Geosciences CFDA -                       17,725              

Computer and Information Science and Engineering 47.070 OAC-1757923 -                       59,257              
Total Computer and Information Science and Engineering CFDA -                       59,257              

Total Direct National Science Foundation 86,858              882,339            

National Science Foundation 
Pass-Through:

J. Craig Venter Institute, Inc SUB No. JCVI-18-019
Biological Sciences 47.074 MCB‐1840301 -                       56,971              

Total Pass-Through National Science Foundation -                       56,971              

Total National Science Foundation 86,858              939,310            

Department of Defense
Department of the Army - Air Force Office of Scientific Research
Pass-Through:

U. of Colorado - Boulder SUB 1558170
Basic, Applied, and Advanced Research in Science & Engineering 12.630 FA9550‐19‐1‐0329 -                       38,383              

Total Department of Army/AFOSR -                       38,383              

Department of the Army - US Army Research Office
Pass-Through:

U. of California/Merced SUB A20-0102-S001
Basic Scientific Research 12.431 W911NF-2010220 -                       67,398              

Total Department of the Army/ARO -                       67,398              

Total Department of Defense -                       105,781            
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Federal Pass-Through Entity Passed

Federal Grantor/Pass through Grantor/ CFDA Identifying Through to Federal
Program or Cluster Title Number Number Subrecipients Expenditures

National Aeronautics and Space Administration
Pass-Through

University of Minnesota SUB H006201403
Aerospace Education Services Program 43.001 80NSSC17K0295 -$                     50,473$            

Total Pass-Through University of Minnesota -                       50,473              

Pass-Through
University of Wisconsin - Madison SUB 775K983

Aerospace Education Services Program 43.001 80NSSC17K0296 -                       31,517              
Total Pass-Through University Wisconsin - Madison -                       31,517              

Pass-Through:
Georgetown University SUB AWD7773186-GR205804

Aerospace Education Services Program 43.001 80NSSC18K1140 -                       159,598            
Total Pass‐Through Georgetown University -                       159,598            

Total National Aeronautics and Space Administration -                       241,588            

U.S. Department of Agriculture
National Institute of Food and Agriculture
Direct Awards:

Agriculture and Food Research Initiative 10.310 2018-67023-27677 -                       151,148            
Total U.S. Department of Agriculture -                       151,148            

Department of Energy
Pass-Through

California Institute of Technology SUB S390693
Office of Science Financial Assistance Program 81.049 DE-SC0016469 -                       38,196              

Total Pass-Through University of Minnesota -                       38,196              

Total Department of Energy -                       38,196              

Department of Health and Human Services
National Institute of Health

Pass-Through
National Opinion Research Institute SUB G037-SFI

Child Health and Human Development Extramural Research 93.865 R21 HD088618 -                       27,930              
Total Pass-Through National Opinion Research Institute -                       27,930              

Total Department of Health and Human Services -                       27,930              

National Endowment for the Humanities
Direct Awards:

Promotion of the Humanities Office of Digital Humanities 45.169 HT-272418 -                       5,972                
Total U.S. Department of Agriculture -                       5,972                

Total Federal Expenditures and Total Research 
  and Development Cluster of Programs 86,858$               1,509,925$         
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NOTE 1 BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards (the Schedule) includes the 
federal award activity of the Santa Fe Institute (the Institute) under programs of the federal 
government for the year ended December 31, 2020. The information in this schedule is 
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations 
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for 
Federal Awards (Uniform Guidance). Because the schedule presents only a selected portion 
of the operations of the Institute, it is not intended to and does not present the financial 
position, changes in net assets, or cash flows of the Institute. 
 
 

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Expenditures reported on the Schedule are reported on the accrual basis of accounting. 
Such expenditures are recognized following the cost principles contained in the Uniform 
Guidance, wherein certain types of expenditures are not allowable or are limited as to 
reimbursement. Negative amounts shown on the Schedule represent adjustments or credits 
made in the normal course of business to amounts reported as expenditures in prior years. 
 
 

NOTE 3 INDIRECT COST RATE  

Entity has elected not to use the 10% de minimis indirect cost rate allowed under the 
Uniform Guidance. 
 
 

NOTE 4 FEDERAL CLUSTER 

All of the programs in the Schedule are considered part of the Institute’s research and 
development cluster. 
 

 



 

 
 CLA is an independent member of Nexia International, a leading, global network of independent  
accounting and consulting firms. See nexia.com/member‐firm‐disclaimer for details. 

(24) 

CliftonLarsonAllen LLP 
CLAconnect.com 

 
INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL 

OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS 

PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
 
 
Board of Trustees 
Santa Fe Institute 
Santa Fe, New Mexico 
 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the financial statements of Santa Fe Institute, 
which comprise the consolidated statement of financial position as of December 31, 2020, and the 
related consolidated statements of activities, functional expenses and cash flows  for the year then 
ended, and the related notes to the financial statements, and have issued our report thereon dated 
September 15, 2021. 
 
Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Santa Fe Institute’s 
internal control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of Santa Fe Institute’s internal 
control. Accordingly, we do not express an opinion on the effectiveness of Santa Fe Institute’s internal 
control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected, on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness yet important enough to merit attention by those charged 
with governance. 
 
Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies 
may exist that have not been identified. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. We did identify certain 
deficiencies in internal control, described in the accompanying schedule of findings and questioned 
costs as items 2020-001 that we consider to be a significant deficiency. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Santa Fe Institute's financial statements are 
free from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the financial statements. However, providing an opinion on compliance with those 
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The 
results of our tests disclosed instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards and which are described in the accompanying 
schedule of findings and questioned costs as items 2020-001. 
 
Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
entity’s internal control or on compliance. This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the entity’s internal control and 
compliance. Accordingly, this communication is not suitable for any other purpose. 
 

a 

 
CliftonLarsonAllen LLP 

Albuquerque, New Mexico 
September 15, 2021 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR THE 

MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL 
OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

 
 
 
Board of Trustees 
Santa Fe Institute 
Santa Fe, New Mexico 
 
 
Report on Compliance for Each Major Federal Program 

We have audited Santa Fe Institute’s compliance with the types of compliance requirements described 
in the OMB Compliance Supplement that could have a direct and material effect on each of Santa Fe 
Institute’s major federal programs for the year ended December 31, 2020. Santa Fe Institute’s major 
federal programs are identified in the summary of auditors’ results section of the accompanying 
schedule of findings and questioned costs. 
 
Management’s Responsibility 

Management is responsible for compliance with federal statutes, regulations, and the terms and 
conditions of its federal awards applicable to its federal programs. 
 
Auditors’ Responsibility 

Our responsibility is to express an opinion on compliance for each of Santa Fe Institute’s major federal 
programs based on our audit of the types of compliance requirements referred to above. We conducted 
our audit of compliance in accordance with auditing standards generally accepted in the United States 
of America; the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code 
of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 
require that we plan and perform the audit to obtain reasonable assurance about whether 
noncompliance with the types of compliance requirements referred to above that could have a direct 
and material effect on a major federal program occurred. An audit includes examining, on a test basis, 
evidence about Santa Fe Institute’s compliance with those requirements and performing such other 
procedures as we considered necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major 
federal program. However, our audit does not provide a legal determination of Santa Fe Institute’s 
compliance. 
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Opinion on Each Major Federal Program 

In our opinion, Santa Fe Institute complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major federal 
programs for the year ended December 31, 2020. 
 

Other Matters 

The results of our auditing procedures disclosed instances of noncompliance, which are required to be 
reported in accordance with the Uniform Guidance and which are described in the accompanying 
schedule of findings and questioned costs as item 2020-001. Our opinion on each major federal 
program is not modified with respect to these matters. 
 
Santa Fe Institute’s response to the noncompliance findings identified in our audit is described in the 
accompanying schedule of findings and questioned costs. Santa Fe Institute’s response was not 
subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no 
opinion on the response. 
 
Report on Internal Control Over Compliance 

Management of Santa Fe Institute is responsible for establishing and maintaining effective internal 
control over compliance with the types of compliance requirements referred to above. In planning and 
performing our audit of compliance, we considered Santa Fe Institute’s internal control over compliance 
with the types of requirements that could have a direct and material effect on each major federal 
program to determine the auditing procedures that are appropriate in the circumstances for the purpose 
of expressing an opinion on compliance for each major federal program and to test and report on 
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of 
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not 
express an opinion on the effectiveness of Santa Fe Institute’s internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance 
requirement of a federal program on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such 
that there is a reasonable possibility that material noncompliance with a type of compliance requirement 
of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant 
deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, in 
internal control over compliance with a type of compliance requirement of a federal program that is less 
severe than a material weakness in internal control over compliance, yet important enough to merit 
attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies and therefore, material 
weaknesses or significant deficiencies may exist that have not been identified. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
we did identify certain deficiencies in internal control over compliance, described in the accompanying 
schedule of findings and questioned costs as item 2020-001, that we consider to be significant 
deficiencies. 
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Santa Fe Institute’s response to the internal control over compliance findings identified in our audit is 
described in the accompanying schedule of findings and questioned costs. Santa Fe Institute’s 
response was not subjected to the auditing procedures applied in the audit of compliance and, 
accordingly, we express no opinion on the response. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our 
testing of internal control over compliance and the results of that testing based on the requirements of 
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose. 
 
Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance 

We have audited the financial statements of Santa Fe Institute as of and for the year ended  
December 31, 2020, and have issued our report thereon dated September 15, 2021, which contained 
an unmodified opinion on those financial statements. Our audit was conducted for the purpose of 
forming an opinion on the financial statements as a whole. The accompanying schedule of 
expenditures of federal awards is presented for purposes of additional analysis as required by the 
Uniform Guidance 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 schedule of expenditures of federal awards is fairly stated in all material 
respects in relation to the financial statements as a whole. 
 

a 
 
CliftonLarsonAllen LLP 

Albuquerque, New Mexico 
September 15, 2021 
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Section I – Summary of Auditors’ Results 
 

Financial Statements 
 

1. Type of auditors’ report issued: Unmodified 
 

2. Internal control over financial reporting: 
 

 Material weakness(es) identified?   yes         x  no 
 

 Significant deficiency(ies) identified 
 that are not considered to be 
 material weakness(es)?           yes         x none reported 

 
3. Noncompliance material to financial  

statements noted?           yes         x  no 
 
 
Federal Awards  
 

1. Internal control over major federal programs: 
 

 Material weakness(es) identified?            yes         x   no 
 

 Significant deficiency(ies) identified 
 that are not considered to be 
 material weakness(es)?        x   yes            none reported 

 
2. Type of auditors’ report issued on  

compliance for major federal programs: Unmodified 
 

3. Any audit findings disclosed that are required 
to be reported in accordance with  
2 CFR 200.516(a)?         x  yes            no 

 
 
Identification of Major Federal Programs 
 
 CFDA Number(s) Name of Federal Program or Cluster 
 

 10.310, 12.431, 12.630, 43.001, 
 45.169, 47.049, 47.050, 47.070, Research and Development Cluster 
    47.074, 47.075, 81.049, 93.865  
 
Dollar threshold used to distinguish between 
Type A and Type B programs: $      750,000 
 
Auditee qualified as low-risk auditee?           x  yes                       no 
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Section II – Financial Statement Findings 

 
Our audit did not disclose any matters required to be reported in accordance with Government Auditing 
Standards. 
 

Section III – Findings and Questioned Costs – Major Federal Programs 
 
2020–001 – Control Deficiency – Cash Management, Activities Allowed or Unallowed and 
Allowable Costs/Cost Principles 
 
Federal agency: National Science Foundation 

Federal program title: Research and Development (R&D) Cluster 

CFDA Number: 47.075 

Award Period: August 15, 2016 – July 31, 2021 

Type of Finding: Significant Deficiency in Internal Control over Compliance; Compliance 
 
Criteria or specific requirement: According to §200.303 Internal controls of 2 CFR Part 200, the non-
Federal must establish and maintain effective internal control over the Federal award that provides 
reasonable assurance that the non-Federal entity is managing the Federal award in compliance with 
Federal statutes, regulations, and the terms and conditions of the Federal award. 
 
Condition: During our testing over cash management and indirect cost, we noted that SFI had an error 
in calculation of the direct cost base due to a footing error. This caused the amount of indirect cost 
charged per grant to be based on the incorrect direct expenditure, and therefore under draw indirect 
cost recovery. Additionally, noted during our testing over cash management and indirect cost, we noted 
one grant had been drawn down for reimbursement in excess of the amount expended. This was due to 
management incorrectly calculating the amount expended within the period. 
 
Questioned costs: $6,016 
 
Context: During our testing, 1 of 14 drawdowns sampled for indirect cost testing were not based on 
correct direct cost base, and therefore were inappropriately included in request for reimbursement. 
During our testing, 1 of 28 drawdowns sampled for cash management testing were based on an excess 
of the expenses actually incurred, and therefore were over drawn as of fiscal year-end. 
 
Cause: Santa Fe Institute has a formal process for reviewing and approving drawdowns prior to 
submission to the agency, but there was a lack of managerial oversight in reviewing the calculations 
used to determine the drawdown. 
 
Effect: Federal drawdown requests did not match underlying general ledger support of direct and 
indirect expense. 
 
Repeat Finding: No 
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Section III – Findings and Questioned Costs – Major Federal Programs (Continued) 

 
Control Deficiency – Cash Management, Activities Allowed or Unallowed and Allowable 
Costs/Cost Principles (Continued) 
 
Recommendation: Auditor recommends management incorporate a process to formally re-calculate 
amounts included in the drawdown request after preparation to ensure accuracy prior to submission to 
the agency. 
 
Views of responsible officials: Management strives to eliminate all errors in processing; however, 
restrictions imposed by the COVID-19 remote work environment did alter internal control review and 
approval processes in 2020. Going forward, the finance team has adopted more stringent drawdown 
control processes that will remain effective both within the office and outside the office in a remote 
working environment. Grant close-out and financial review procedures still remain secure and effective. 
 
Explanation of disagreement with audit finding: There is no disagreement with the audit finding.  
 
Actions planned in response to finding: Management will strengthen controls to ensure accuracy of 
the drawdown request prior to agency submission. All footing errors will be eliminated as the finance 
department creates a new ‘electronic drawdown request template’ linking all general ledger grant detail 
to final calculation of indirect cost. The controller will then verify the calculations produced by the Grants 
Accounting Specialist. Once verified, the Grants Accounting Specialist will present the director of 
finance with the final reimbursement request for onward submission. 
 
Responsible party:  Matthew Bechtel, Director of Finance 
 
Planned completion date for corrective action plan: September 30, 2021 
 
Plan to monitor completion of corrective action plan: Santa Fe Institute’s Finance Committee will 
monitor the completion of the corrective action plan. 
 




