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Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

Board of Directors
Archaeology Southwest
Tucson, Arizona
Report on the financial statements
We have audited the accompanying financial statements of Archaeology Southwest (a nonprofit organization), which
comprise the statement of financial position as of December 31, 2018, and the related statement of activities, functional
expenses and cash flows for the year 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 these 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 auditors
consider 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
Archaeology Southwest as of December 31, 2018, and the changes in its net assets and its cash flows for the year then
ended in accordance with accounting principles generally accepted in the United States of America.
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Other matters
Other information
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 and other governmental 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 audits 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 July 18, 2019, on our
consideration of Archaeology Southwest’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 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 the Archaeology Southwest’s internal control
over financial reporting or on compliance. The report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Archaeology Southwest’s internal control over financial reporting and
compliance.

HBL CPAs, P.C.
July 18, 2019

ARCHAEOLOGY SOUTHWEST
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2018

ASSETS
Cash and cash equivalents
Investments
Grants receivable
Accounts receivable
Pledges receivable
Prepaid expenses
Land held for sale
Equity investment in limited liability partnership
Beneficial interest in funds held at Community Foundation
of Southern Arizona
Land held for conservation
Property and equipment

$

678,458
5,812,564
79,519
33,712
366,610
1,837
28,273
415,684
124,368
348,929
95,245

$

7,985,199

$

57,153
17,919
22,010

LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable
Accrued expenses
Deferred revenue

97,082
Net assets:
Net assets without donor restrictions:
Available for operations
Expended for property and equipment and land held for conservation
Board designated

408,347
444,174
1,007,996
1,860,517

Net assets with donor restrictions:
Subject to the passage of time
Subject to purpose restrictions
Subject to appropriation and expenditure - accumulated earnings (deficit)
on original perpetual endowment gifts
Restricted by donors in perpetuity

279,964
1,080,728
(27,581)
4,694,489
6,027,600
7,888,117
$

The accompanying notes are an integral part of these financial statements.

7,985,199
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ARCHAEOLOGY SOUTHWEST
STATEMENT OF ACTIVITIES
YEAR ENDED DECEMBER 31, 2018

Net assets
without donor
restrictions
Public support and revenues:
Contributions and foundation grants
Governmental grants
Other contract revenue
Program service fees
Investment (losses)
Other revenue
Sales of professional literature

$

Releases from restrictions
Total revenues
Expenses and losses:
Expenses:
Program services
Administration
Fundraising
Total expenses
Losses:
Loss on disposal of property and equipment
Bad debt losses
Total losses
Total expenses and losses
Change in value of:
Equity investment in limited liability partnership
Land held for conservation

Change in net assets
Net assets, beginning of year
Net assets, end of year

Net assets
with donor
restrictions

196,831 $
865,966
54,676
72,708
(77,891)
2,999
24,933

1,199,094 $
(330,916)
-

1,395,925
865,966
54,676
72,708
(408,807)
2,999
24,933

1,140,222
793,189

868,178
(793,189)

2,008,400
-

1,933,411

74,989

2,008,400

1,665,784
232,793
144,946

-

1,665,784
232,793
144,946

2,043,523

-

2,043,523

7,119
7,119

2,000
2,000

7,119
2,000
9,119

2,050,642

2,000

2,052,642

(9,062)
1,179

-

(9,062)
1,179

(7,883)

-

(7,883)

(125,114)

72,989

(52,125)

1,985,631
$

Totals

1,860,517

5,954,611
$

6,027,600

7,940,242
$

The accompanying notes are an integral part of these financial statements.

7,888,117
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ARCHAEOLOGY SOUTHWEST
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2018

Salaries and wages
Payroll taxes and benefits

$

Program services
Outreach
and
Preservation
Site
Research
education
fellowship
protection
282,130 $
170,722 $
26,482 $
219,377 $
48,987
29,642
4,598
38,090
331,117

Accounting fees
Bank fees
Depreciation
Insurance
Interest
Investment fees
Miscellaneous
Office supplies and expenses
Postage and printing
Professional services
Stipends and program supplies
Dues and subscriptions
Rent
Repairs and maintenance
Telephone
Travel
Total functional expenses
Less investment fees netted
against revenue
Total expenses

Administration
Fundraising
164,756 $
75,226 $
28,607
13,061

Total
938,693
162,985

200,364

31,080

257,467

820,028

193,363

88,287

1,101,678

3,350
1,208
1,789
2,161
36
6,818
497
12,395
23,946
35,284
1,406
105
17,895
558
954
6,607

520
187
278
335
6
1,058
77
660
502
925
1
16
2,486
87
148
868

4,305
1,552
2,299
3,366
46
8,761
1,971
32,629
6,569
319,527
9,683
738
20,660
717
1,226
82,462

13,710
4,943
7,323
9,433
148
27,903
2,329
70,545
41,930
440,019
57,668
1,031
71,133
2,304
3,906
119,334

3,233
1,165
1,727
2,085
35
6,579
480
3,539
3,121
5,757
6
101
15,468
538
921
1,254

1,476
532
788
952
16
3,004
219
7,778
17,343
4,279
123
46
7,063
246
420
15,378

18,419
6,640
9,838
12,470
199
37,486
3,028
81,862
62,394
450,055
57,797
1,178
93,664
3,088
5,247
135,966

585,102

315,373

39,234

753,978

1,693,687

239,372

147,950

2,081,009

(11,266)
573,836 $

(6,818)
308,555 $

(1,058)
38,176 $

(8,761)
745,217 $

(27,903)
1,665,784 $

(6,579)
232,793 $

(3,004)
144,946 $

(37,486)
2,043,523

5,535
1,996
2,957
3,571
60
11,266
(216)
24,861
10,913
84,283
46,578
172
30,092
942
1,578
29,397

$

Total
program
services
698,711 $
121,317

The accompanying notes are an integral part of these financial statements.
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ARCHAEOLOGY SOUTHWEST
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2018

Cash flows from operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash from
operating activities:
Unrealized losses on investments, including change in value of
hedge funds included in investments
Realized losses on investments
Donated securities
Provision for discount to present value for pledges receivable
Bad debt loss
Change in value of equity investment in limited liability partnership
Change in value of beneficial interest in funds held by others
Change in value of land held for conservation
Depreciation expense
Loss on disposal of property and equipment
(Increase) decrease in operating assets:
Grants receivable
Accounts receivable
Pledges receivable
Prepaid expenses
Increase (decrease) in operating liabilities:
Accounts payable
Accrued expenses
Deferred revenue
Proceeds from sales of donated securities
Less contributions received for long-term purposes

$

(52,125)

581,452
25,837
(29,598)
(15,036)
2,000
9,062
15,242
(1,179)
9,838
7,119
(17,664)
(24,348)
74,466
1,081
35,130
278
13,915
28,667
(649,100)

Net cash provided by operating activities

15,037

Cash flows from investing activities:
Purchases of investments
Proceeds from sales of investments
Proceeds from sales of land held for conservation
Purchases of land held for conservation
Purchases of property and equipment

(2,133,545)
1,740,399
54,000
(101,037)
(13,226)

Net cash (used in) investing activities

(453,409)

Net cash provided by financing activities Contributions and pledge payments restricted for long-term purposes

694,710

Change in cash and cash equivalents

256,338

Cash and cash equivalents, beginning of year

422,120

Cash and cash equivalents, end of year

$

The accompanying notes are an integral part of these financial statements.

678,458
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ARCHAEOLOGY SOUTHWEST
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2018
NOTE 1 – Organization
Archaeology Southwest is an Arizona nonprofit corporation established in 1989. Through its practice of
conservation-based archaeology, which includes conducting low-impact scientific inquiry, sharing findings with the
public and developing powerful site protection strategies, the organization seeks to create meaningful connections
to the past and respectfully protect its increasingly endangered resources. Revenues and support consist primarily of
grants and contributions from the public and from other nonprofit organizations.
Archaeology Southwest has the following programs:





Research – engaging in archaeological research to improve the understanding of the Southwest.
Outreach and education – educating the general public about the history of the Southwest.
Preservation fellowship – a fellowship that supports archaeology PhD candidates.
Site protection – protecting sites that have archaeological significance.

NOTE 2 – Summary of significant accounting policies
Basis of presentation
The financial statements of Archaeology Southwest have been prepared in accordance with U.S. generally accepted
accounting principles (US GAAP), which require the organization to report information regarding its financial
position and activities according to the following net asset classifications:
Net assets without donor restrictions – net assets available for use in general operations and not subject to
donor (or certain grantor) restrictions. While board designated funds, endowments without donor restrictions,
donor advised funds and funds designated for supporting organizations are unrestricted for financial reporting
purposes, the Board does not intend to use or make these funds available for general expenditures.
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 of which the resource was
restricted has been fulfilled, or both.
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
revenues and expenses during the reporting period. Actual results could differ from those estimates.
Cash and cash equivalents
Archaeology Southwest considers all cash and highly liquid investments with an original maturity of three months
or less to be cash equivalents. Archaeology Southwest maintains its cash in bank deposit and investment accounts
which, for short periods of time, may exceed federally insured limits. Uninsured cash totaled $222,636 at December
31, 2018.
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ARCHAEOLOGY SOUTHWEST
NOTES TO FINANCIAL STATEMENTS, CONTINUED
DECEMBER 31, 2018
NOTE 2 – Summary of significant accounting policies, continued
Investments
Investments in marketable securities with readily determinable fair values and all investments in debt securities are
stated at their fair values in the statement of financial position. Unrealized gains and losses are included in the
change in net assets in the accompanying statement of activities.
Accounts and pledges receivable
Accounts receivable are stated at unpaid balances. Management believes all accounts receivable are fully collectible
and therefore no allowance for uncollectible accounts has been recorded. Receivables are considered impaired if
full principal payments are not received in accordance with the contractual terms. It is Archaeology Southwest’s
policy to charge off uncollectible accounts receivable when management determines the receivable will not be
collected.
Pledges receivable consist of unconditional promises to give, which are recognized as receivables and revenue in
the period in which Archaeology Southwest is notified in writing by the donor of his or her commitment to make a
contribution. Unconditional promises to give due in subsequent years are reflected as long-term promises to give
and are recorded at the present value of their net realizable value. Management has determined that all such
promises to give are fully collectible and, accordingly, no allowance for uncollectible pledges has been recorded.
Archaeological excavation and conservation easements
Archaeology Southwest is a conservation organization having among its purposes the protection on behalf of the
public historic and archaeologically significant lands. As the holder of archaeological excavation and conservation
easements, Archaeology Southwest is generally responsible for ensuring that the terms of the easement have not
been violated. At December 31, 2018, Archaeology Southwest held twelve easements in Arizona and New Mexico.
Archaeology Southwest has opted to expense purchased easements, which are reported as conservation expense in
the statement of functional expenses, and donated easements are not recorded as either revenue or expense.
Property and equipment
Purchased property and equipment over $1,000 with a useful life of more than one year are capitalized. Property
and equipment are stated at cost except for donated property and equipment which are recorded at the approximate
fair value at the date of donation. Depreciation is computed using the straight-line method over the estimated useful
lives of the assets. Photos utilized in traveling exhibitions and included in equipment are not depreciated, as the
useful lives of these items are not reasonably estimable.
Functional allocation of expense
The costs of program and supporting service activities have been summarized on a functional basis in the statement
of activities. The statement of functional expenses presents expenses by natural classification and by function in a
matrix format, as required by ASU 2016-14. Certain costs have been allocated between the program services and
supporting services.
Management allocates overhead and indirect costs by percentage of staff time and direct costs dedicated to projects
within the administrative, fundraising, and program categories. The percentage of staff time and cost attributed to
each category is used to allocate general operating expenses such as employee benefits, office rent, office supplies,
utilities, equipment, information technology services, printing and postage, professional fees, software,
depreciation, vehicle maintenance, investment fees, insurance premiums and bank charges.
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ARCHAEOLOGY SOUTHWEST
NOTES TO FINANCIAL STATEMENTS, CONTINUED
DECEMBER 31, 2018
NOTE 2 – Summary of significant accounting policies, continued
Endowments
Archaeology Southwest’s endowments consist of several individual funds established under donor restriction. As
required by generally accepted accounting principles, net assets associated with endowment funds are classified and
reported based on the existence or absence of donor-imposed restrictions.
The Board of Directors of Archaeology Southwest has interpreted the State of Arizona’s Management of Charitable
Funds Act (the Act) as requiring the preservation of the fair value of the original gift as of the gift date of the donorrestricted endowment funds absent explicit donor stipulations to the contrary. As a result of this interpretation,
Archaeology Southwest classifies as net assets with donor restriction in perpetuity (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 classified in net assets with donor restrictions in perpetuity is classified as net assets
with donor restrictions satisfied by time or action until those amounts are appropriated for expenditure by the
organization in a manner consistent with the standard of prudence prescribed by the Act. In accordance with the
Act, Archaeology Southwest considers the following factors in making a determination to appropriate or
accumulate endowment funds:
(1)
(2)
(3)
(4)
(5)
(6)
(7)

The duration and preservation of the fund
The purposes of the organization and the donor-restricted endowment fund
General economic conditions
The possible effect of inflation and deflation
The expected total return from income and the appreciation of investments
Other resources of the organization
The investment policies of the organization.

Advertising
Advertising costs are expensed as incurred and reported in office supplies and expenses in the accompanying
statement of functional expenses. Total advertising expense was $8,061 for the year ended December 31, 2018.
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.
Contributions received are recorded as without donor restrictions or with donor restrictions, depending on the
nature of the restrictions. When a restriction expires, that is, when funds are expended in accordance with donor
restrictions, net assets with donor restriction are reclassified to net assets without donor restrictions and reported in
the statement of activities as net assets released from restrictions.
Donated goods and facilities are valued at their fair market value. Donated services are recognized in the financial
statements at their fair market value if the following criteria are met:



The services require specialized skills and the services are provided by individuals possessing those skills.
The services would typically need to be purchased if not donated.

Although Archaeology Southwest utilizes the services of many outside volunteers, the fair value of some of these
services is not recognized in the accompanying financial statements since they do not meet the criteria for recognition
under generally accepted accounting principles.
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ARCHAEOLOGY SOUTHWEST
NOTES TO FINANCIAL STATEMENTS, CONTINUED
DECEMBER 31, 2018
NOTE 2 – Summary of significant accounting policies, continued
Donated securities
As Archaeology Southwest has adopted the policy to convert donated marketable securities nearly immediately into
cash, the proceeds from the sale of the securities are reported as an operating activity in the statement of cash flows
unless donor restrictions stipulate the use of the contribution to a long-term purpose. Proceeds of donated securities
with donor-restriction for long-term purposes are reported as financing activities in the statement of cash flows.
Income tax status
Archaeology Southwest is exempt from federal income tax under Section 501(c)(3) of the Internal Revenue Code.
However, income from certain activities not directly related to Archaeology Southwest’s tax-exempt purpose is
subject to taxation as unrelated business income. In addition, Archaeology Southwest qualifies for the charitable
contribution deduction under Section 170(b)(1)(A)(VI) and has been classified as an organization other than a
private foundation under Section 509(a)(1).
New accounting pronouncement
In August of 2016, The Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update
(ASU) 2016-14, Not-for-Profit Entities (Topic 958) – Presentation of Financial Statements for Not-for-Profit
Entities. The update addresses the complexity and understandability of net asset classification, deficiencies in
information about liquidity and availability of resources, and the lack of consistency in the type of information
provided about expenses and investment return. Archaeology Southwest has adjusted the presentation of these
financial statements accordingly. Implementation of this ASU did not result in any reclassifications or restatements
of net assets, by class or in total, as originally reported in any previous accounting period.
NOTE 3 – Availability and liquidity
Archaeology Southwest utilizes a 30 day time horizon to assess its liquidity needs. This period of time was
established based on management’s review of the typical life cycle of converting its financial assets to cash and
typical payments of its accounts receivable. Board members receive liquidity report updates monthly.
 In the event of an unanticipated liquidity need, Archaeology Southwest draws upon the $150,000 available
line of credit, followed by a board approved withdrawal from the quasi-endowment, if needed, to pay off
the line of credit. Liquidating quasi-endowment assets typically takes 30-45 days.
 Utilizing the line of credit and withdrawals from the quasi-endowment has historically met liquidity needs;
therefore, the board chooses not to establish a liquidity reserve.
 The following reflects Archaeology Southwest’s financial assets, amounts not available within its 30 day
time horizon for managing liquidity, amounts set aside for long term investing that would be drawn upon,
and financial liabilities due within 30 days, as of December 31, 2018:

Financial assets:
Cash and cash equivalents
Investments
Grants receivable
Accounts receivable
Pledges receivable
Less amounts not available to be used within 30 days:
Board designated net assets, excluding the quasi-endowment used as a component of
Archaeology Southwest's liquidity management

$

(201,997)

Net assets with donor restrictions
Net financial assets available to be used to meet general obligations

678,458
5,812,564
79,519
33,712
366,610

(6,027,600)
$

741,266
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ARCHAEOLOGY SOUTHWEST
NOTES TO FINANCIAL STATEMENTS, CONTINUED
DECEMBER 31, 2018
NOTE 4 – Fair value measurements and investments
Fair value measurements are determined based on the assumptions—referred to as inputs—that market participants
would use in pricing the asset. A fair value hierarchy distinguishes between market participant assumptions and
Archaeology Southwest’s own assumptions about market participant assumptions. Observable inputs are assumptions
based on market data obtained from independent sources; while unobservable inputs are Archaeology Southwest’s
own assumptions about what market participants would assume based on the best information available in the
circumstances.
Level 1 inputs. A quoted price in an active market for an identical asset or liability is considered to be the most reliable
evidence of fair value. The fair value of Archaeology Southwest’s publicly traded securities are determined by
reference to quoted prices in active markets for identical assets and other relevant information generated by market
transactions.
Level 2 inputs. These are observable inputs, either directly or indirectly, other than quoted prices included within
Level 1. Archaeology Southwest does not have assets or liabilities measured using Level 2 inputs.
Level 3 inputs. These inputs are unobservable and are used to measure fair value only when observable inputs are
not available. Hedge funds are valued based on information provided by the investment brokerage. The fair value of
land held for conservation and land held for sale is primarily based on current tax assessor values, which
management believes approximates fair value.
Fair values of assets measured on a recurring basis at December 31, 2018 were as follows:

Level 1
Investments:
Mutual funds:
Bond funds
Equity funds - domestic
Equity funds - international
Exchange-traded funds
U.S. equity securities
Real estate investment trusts
Hedge funds
Land held for sale
Beneficial interests in funds held at Community Foundation
of Southern Arizona
Land held for conservation
Less restricted in perpetuity, excluding receivables
Available for operations

$

Level 3

Total

1,684,916 $
651,412
964,692
686,080
751,112
89,165
-

- $
985,187

1,684,916
651,412
964,692
686,080
751,112
89,165
985,187

4,827,377
-

985,187
28,273

5,812,564
28,273

-

124,368
348,929

124,368
348,929

4,827,377
(4,607,843)
$
219,534 $

1,486,757
6,314,134
(4,607,843)
1,486,757 $ 1,706,291
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ARCHAEOLOGY SOUTHWEST
NOTES TO FINANCIAL STATEMENTS, CONTINUED
DECEMBER 31, 2018
NOTE 4 – Fair value measurements and investments, continued
Activity for assets valued using Level 3 inputs was as follows for the year ended December 31, 2018:
Beneficial
interests in
Land held
Hedge
Land held
funds held
for
funds
for sale
by CFSA
conservation
Beginning balance
$
997,137 $
28,273 $
139,610 $
307,413 $
Donations/purchases
229,943
101,037
Sales
(185,361)
(54,000)
(Loss) on disposal
(6,700)
Change in value
(56,532)
(15,242)
1,179
Ending balance
$
985,187 $
28,273 $
124,368 $
348,929 $

Total
1,472,433
330,980
(239,361)
(6,700)
(70,595)
1,486,757

Investment income and (losses) are summarized as follows for the year ended December 31, 2018:
Interest, dividends and partnership income
Unrealized (losses)
Change in value of hedge funds included in investments
Realized (losses)
Change in value of beneficial interest in funds at CFSA
Investment fees

$

$

249,505
(524,920)
(56,532)
(25,837)
(15,242)
(35,781)
(408,807)

NOTE 5 – Equity investment in limited liability partnership
Archaeology Southwest owns 50% of Prudent Preservation Partners, L.L.C. (PPP), a limited liability partnership
which holds the real property used by Archaeology Southwest as office and program space. Archaeology
Southwest’s investment in the partnership on an equity basis was $415,684 at December 31, 2018. See Notes 13
and 16 for related party transactions with PPP.
NOTE 6 – Line of credit
In 2018, Archaeology Southwest renewed a $150,000 unsecured revolving line of credit which matures in June,
2020. The outstanding balance of the line of credit was $0 at December 31, 2018. Bank advances on the line of
credit are payable on demand and bear interest at the prime rate (4.75% at December 31, 2018).
NOTE 7 – Property and equipment
Property and equipment at December 31, 2018 consisted of the following:
Leasehold improvements
Furniture, fixtures and equipment
Vehicles
Software

$

Less accumulated depreciation
$

26,718
119,282
13,859
15,080
174,939
(79,694)
95,245
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ARCHAEOLOGY SOUTHWEST
NOTES TO FINANCIAL STATEMENTS, CONTINUED
DECEMBER 31, 2018
NOTE 8 – Pledges receivable
Pledges receivable at December 31, 2018 consisted of the following:
Pledges receivable due in less than one year
Pledges receivable due in one to five years

Annual gift
Endowment
$
99,000 $
43,917 $
196,167
46,333

Discount to present value at 3.25%
$

295,167
(15,203)
279,964 $

90,250
(3,604)
86,646 $

Total
142,917
242,500
385,417
(18,807)
366,610

NOTE 9 – Deferred revenue
Deferred revenue consists of contract payments received in advance of provision of services, and totaled $22,010 at
December 31, 2018.
NOTE 10 – Board-designated net assets
Board-designated net assets consisted of the following at December 31, 2018:
Board-designated quasi endowment
Preservation fellowship
Site protection

$

$

805,999
152,570
49,427
1,007,996

See Note 11 for activity in the board-designated quasi endowment for the year ended December 31, 2018.
NOTE 11 – Endowments
Funds with deficiencies
From time to time, the fair value of assets associated with individual donor-restricted endowment funds may fall
below the level that the donor or the Act requires the Organization to retain as a fund of perpetual duration. The Board
of Archaeology Southwest has interpreted the Act to permit spending from underwater funds in accordance with the
prudent measure required by law.
At December 31, 2018, Archaeology Southwest had an endowment fund of this nature with an original gift value of
$3,501,617 and fair value of related investment assets of $3,457,633, resulting in a deficiency of $43,984. The
deficiency is reported in net assets with donor restrictions subject to appropriation and expenditure. The deficiency is
the result of unfavorable market fluctuations and/or continued distributions during the life of the endowment fund. In
2018, $104,702 was disbursed from the underwater endowment according to the spending policy for endowments.
Return objectives and risk parameters
Archaeology Southwest has adopted investment policies for endowment assets that attempt to maintain sufficient cash
to sustain operations and to invest excess cash to achieve capital growth and to maintain purchasing power. The
objective is to grow the aggregate portfolio value, net of spending, at 3% to 5% above the rate of inflation over a full
market cycle of five years.
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ARCHAEOLOGY SOUTHWEST
NOTES TO FINANCIAL STATEMENTS, CONTINUED
DECEMBER 31, 2018
NOTE 11 – Endowments, continued
Investment strategies
To satisfy its long-term rate-of-return objectives, Archaeology Southwest 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) to achieve capital growth and maintain spending power. Archaeology Southwest targets a diversified
asset allocation that minimizes the risk of large losses.
Spending policies
Archaeology Southwest has a formally adopted spending policy, which indicates appropriation of 4% of a threeyear rolling average of returns from the fund each year. Such percentage is determined by the Board of Directors
based on a reasonable rate of return, taking into account the long and short-term needs of the organization, the
expected total return on the organization’s investment assets, the desirability of maintaining the real value of the
fund, and other factors as may be deemed relevant by the Board.
Endowment fund net assets
Net assets in the endowment funds consisted of the following at December 31, 2018:
Without donor
restrictions Board-desigWith donor restrictions
nated quasi Restricted for Restricted in
endowment
time/purpose
perpetuity
Balance December 31, 2017
$ 1,066,661 $
452,910 $ 4,041,294 $
Contributions
5,000
654,195
Interest and dividends
26,401
140,022
Unrealized gains
(74,657)
(423,770)
Realized gains
(1,989)
(22,157)
Investment fees
(4,675)
(25,011)
Change in value of beneficial
interest in funds at CFSA
(15,242)
Bad debt losses
(1,000)
Appropriations
(195,500)
(149,575)
Balance December 31, 2018
$
805,999 $
(27,581) $ 4,694,489 $

Total
5,560,865
659,195
166,423
(498,427)
(24,146)
(29,686)
(15,242)
(1,000)
(345,075)
5,472,907

See Note 15 for endowment-related activities in net assets with donor restrictions for time and purpose and with donor
restrictions in perpetuity.
NOTE 12 – Operating leases
Archaeology Southwest leases office space and equipment under non-cancelable and month-to-month operating
leases expiring through July 2020. Lease expense for the year ended December 31, 2018 was $93,664. Future
minimum lease payments required under the leases are as follows:
Year ending December 31, 2019
2020

$
$

68,829
357
69,186
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ARCHAEOLOGY SOUTHWEST
NOTES TO FINANCIAL STATEMENTS, CONTINUED
DECEMBER 31, 2018
NOTE 13 – Related party transactions
During the year ended December 31, 2018, Archaeology Southwest paid $129,865 in consulting fees to Desert
Archaeology, a company partially owned by the President/CEO of Archaeology Southwest. Amounts payable to the
company totaled $10,197 at December 31, 2018.
Archaeology Southwest also made lease payments of $88,129 to Prudent Preservation Partners, LLC (the
partnership), the limited liability partnership in which Archaeology Southwest has a 50% equity ownership interest
during the year ended December 31, 2018. Archaeology Southwest has also guaranteed 50% of two notes payable
totaling $210,000 owed by the partnership.
NOTE 14 – Pension plan
Archaeology Southwest sponsors a qualified 401(k) retirement plan (Plan) covering substantially all employees
who have completed at least one year of service and 1,000 hours. The Plan provides that 20% of each participant’s
contributions will be matched by Archaeology Southwest. Employees become vested in the Plan based on years of
service, with full vesting occurring after 5 years. Total pension expense for the year ended December 31, 2018 was
$17,513.
NOTE 15 – Net assets with donor restrictions
Net assets with donor restrictions consisted of the following at December 31, 2018:

Subject to the passage of time - future contributions

$

Subject to purpose restrictions:
Education
Fellowship
Preservation
Site Protections
Research
Other

279,964

3,141
505,900
40,903
247,169
279,207
4,408
1,080,728

Endowments:
Subject to appropriation and expenditure - accumulated earnings on original perpetual
endowment gifts, expendable to support:
Publications
Research
General operations
Preservation

6,050
1,092
(43,984)
9,261
(27,581)

With donor restrictions perpetual in nature - not subject to spending policy or appropriation:
Publications
Research
General operations
Preservation
$

345,000
34,538
3,501,617
813,334
4,694,489
6,027,600
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ARCHAEOLOGY SOUTHWEST
NOTES TO FINANCIAL STATEMENTS, CONTINUED
DECEMBER 31, 2018
NOTE 15 – Net assets with donor restrictions, continued
Activity in net assets with donor restrictions comprised the following for the year ended December 31, 2018:

Interest/dividends
and changes
in investment
Contributions
values
Subject to the passage of time Future contributions
Subject to purpose restrictions:
Education
Fellowship
Marketing and fundraising
Preservation
Site protection
Research
Other

$

27,441 $
9,598
80,300
221,410
206,150
544,899

Endowments:
Subject to appropriation and expenditure Accumulated endowment earnings:
Publications
Research
General operations
Preservation

-

With donor restrictions perpetual in nature Not subject to spending policy or
appropriation General operations
$

654,195
654,195
1,199,094 $

- $
-

Releases/
appropriations
(91,936) $
(16,551)
(28,778)
(11,689)
(59,722)
(204,902)
(21,975)
(208,061)
(643,614)

(26,137)
(2,617)
(240,543)
(61,619)
(330,916)

(13,462)
(1,496)
(104,702)
(29,915)
(149,575)

(330,916) $

(793,189) $

Bad debt
(1,000)
(1,000)

-

(1,000)
(1,000)
(2,000)

NOTE 16 – Contingencies
As described in Note 14 PPP, in which Archaeology Southwest has a 50% ownership interest, has entered into
notes payable agreements with a financial institution for $160,000 and $50,000. Archaeology Southwest is a
guarantor for $80,000 (50%) and $25,000 (50%) of the loans, respectively.
NOTE 17 – Supplemental cash flow information
Cash paid for interest totaled $199 during the year ended December 31, 2018. There were no cash paid for income
taxes for the year ended December 31, 2018.
NOTE 18 – Subsequent events
Subsequent events have been evaluated through July 18, 2019, which is the date the financial statements were
available to be issued.
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SINGLE AUDIT REPORTS AND SCHEDULES

Certified Public Accountants

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 Directors
Archaeology Southwest
Tucson, Arizona
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 Archaeology Southwest (an Arizona nonprofit organization),
which comprise the statement of financial position as of December 31, 2018, and the related 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 July 18, 2019.
Internal control over financial reporting
In planning and performing our audit of the financial statements, we considered Archaeology Southwest’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 Archaeology Southwest’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of Archaeology Southwest’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. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.
Compliance and other matters
As part of obtaining reasonable assurance about whether Archaeology Southwest’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 determination of
financial statement amounts. 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 no
instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.
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Board of Directors
Archaeology Southwest

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 organization’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 organization’s internal control and compliance. Accordingly, this communication is not suitable
for any other purpose.

HBL CPAs, P.C.
July 18, 2019
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Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE
UNIFORM GUIDANCE

Board of Directors
Archaeology Southwest
Tucson, Arizona
Report on compliance for each major federal program
We have audited Archaeology Southwest’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 Archaeology Southwest’s major
federal programs for the year ended December 31, 2018. Archaeology Southwest’s major federal programs are
identified in the summary of auditor’s 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.
Auditor’s responsibility
Our responsibility is to express an opinion on compliance for each of Archaeology Southwest’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; 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 Archaeology
Southwest’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 Archaeology Southwest’s compliance.
Opinion on each major federal program
In our opinion, Archaeology Southwest 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, 2018.
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Board of Directors
Archaeology Southwest

Report on internal control over compliance
Management of Archaeology Southwest 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 Archaeology Southwest’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 Archaeology Southwest’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 material weaknesses may exist that have not been identified.
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.

HBL CPAs, P.C.
July 18, 2019
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ARCHAEOLOGY SOUTHWEST
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
DECEMBER 31, 2018
SECTION I - SUMMARY OF AUDITORS’ RESULTS
Financial statements
Type of auditors’ report issued:

Unmodified

Internal control over financial reporting:
Material weaknesses identified?
Significant deficiencies identified?

No
None reported

Noncompliance material to financial statements noted?

No

Federal awards
Internal control over major federal programs:
Material weaknesses identified?
Significant deficiencies identified?

No
None reported

Type of auditors’ report issued on compliance for major federal programs:

Unmodified

Any audit findings disclosed that are required to be reported
in accordance with 2 CFR section 200.516(a)?

No

Identification of major federal program –
15.159

Cultural Resources Management

Dollar threshold used to distinguish between type A and type B programs:

$750,000

Auditee qualified as low-risk auditee?

No

SECTION II – FINANCIAL STATEMENT FINDINGS AND QUESTIONED COSTS
None
SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
None
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INFORMATION PREPARED BY AUDITEE

ARCHAEOLOGY SOUTHWEST
SCHEDULE OF EXPENDITURES OF FEDERAL AND OTHER GOVERNMENTAL AWARDS
YEAR ENDED DECEMBER 31, 2018
Federal grantor/Pass-through grantor/
Program title
Department of the Interior:
Passed through Bureau of Indian Affairs Cultural Resources Management
Passed through National Parks Services:
Cooperative Research and Training Programs Resources of the National Park System
Cooperative Research and Training Programs Resources of the National Park System
Cooperative Research and Training Programs Resources of the National Park System
Cooperative Research and Training Programs Resources of the National Park System
Cooperative Research and Training Programs Resources of the National Park System
Cooperative Research and Training Programs Resources of the National Park System
Cooperative Research and Training Programs Resources of the National Park System
Cooperative Research and Training Programs Resources of the National Park System
Cooperative Research and Training Programs Resources of the National Park System
Cooperative Research and Training Programs Resources of the National Park System
Cooperative Research and Training Programs Resources of the National Park System
Total CFDA number 15.945
Total Department of the Interior

Federal
CFDA
number

Passed through
to subFederal
Grant number
recipients
expenditures

$

-

$

473,435

Other
governmental

15.159

A18AC00026

$

-

15.945

P18AC00589

-

3,294

210

15.945

P17AC01378

-

21,358

7,120

15.945

P15AC00912

-

3,525

-

15.945

P15AC00329

-

7,641

-

15.945

P18AC00883

-

15,800

-

15.945

P16AC00976

-

43,311

-

15.945

P16AC01139

-

11,064

-

15.945

P14AC01090

-

366

-

15.945

P17AC01455

-

1,659

-

15.945

P17AC00804

-

9,711

-

15.945

P17AC01168

-

33,997

-

-

151,726

7,330

-

625,161

7,330
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ARCHAEOLOGY SOUTHWEST
SCHEDULE OF EXPENDITURES OF FEDERAL AND OTHER GOVERNMENTAL AWARDS, CONTINUED
YEAR ENDED DECEMBER 31, 2018
Federal grantor/Pass-through grantor/
Program title
National Endowment for the Humanities:
Direct program Promotion of the Humanities - Research
Passed through AZ Humanities Promotion of Humanities - Federal/State Partnership
Passed through University of Nebraska Promotion of the Humanities Division of Preservation and Access

Federal
CFDA
number

Passed through
to subFederal
Grant number
recipients
expenditures

$

45.161

RZ-255760-17

45.129

70782018

-

3,428

-

45.149

PW-228168-15

-

7,885

-

-

37,021

-

Total National Endowment for the Humanities
National Science Foundation:
Direct programs:
Social, Behavioral, and Economic Sciences
Social, Behavioral, and Economic Sciences
Social, Behavioral, and Economic Sciences
Social, Behavioral, and Economic Sciences
Social, Behavioral, and Economic Sciences
Social, Behavioral, and Economic Sciences
Passed through Arizona State University Social, Behavioral, and Economic Sciences
Total National Science Foundation
TOTAL FEDERAL AND OTHER GOVERNMENTAL AWARDS

-

$

25,708

Other
governmental

$

-

47.075
47.075
47.075
47.075
47.075
47.075

1524079
1738062
1155222
1355381
1460385
1560465

-

8,475
31,346
3,590
11,735
572
91,573

-

47.075

17-023

-

49,163

-

-

196,454
858,636

7,330

$

$

$
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ARCHAEOLOGY SOUTHWEST
SCHEDULE OF EXPENDITURES OF FEDERAL AND OTHER GOVERNMENTAL AWARDS, CONTINUED
YEAR ENDED DECEMBER 31, 2018
NOTE 1: Basis of presentation
The accompanying schedule of expenditures of federal and other governmental awards (the "Schedule") includes the federal award activity of Archaeology
Southwest under programs of the federal government for the year ended December 31, 2018. 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 Archaeology Southwest, it is not intended to
and does not present the financial position, changes in net assets, or cash flows of Archaeology Southwest.

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. Archaeology
Southwest has not elected to use the 10-percent de minimis indirect cost rate as allowed under the Uniform Guidance.
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ARCHAEOLOGY SOUTHWEST
SUMMARY OF PRIOR YEAR FINDINGS
YEAR ENDED DECEMBER 31, 2018
FINDINGS AND QUESTIONED COSTS
None, as Archaeology Southwest was not subject to a Single Audit in the prior year.
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