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INDEPENDENT AUDITORS’ REPORT 

Board of Directors 
Imagine Housing and Affiliates 
Kirkland, Washington 

Report on the Audit of the Consolidated Financial Statements 
Opinion 
We have audited the accompanying consolidated financial statements of Imagine Housing and Affiliates 
(a Washington nonprofit organization), which comprise the consolidated statement of financial position 
as of December 31, 2021, and the related consolidated statements of activities, functional expenses, 
and cash flows for the years then ended, and the related notes to the financial statements. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of Imagine Housing and Affiliates as of December 31, 
2021, and the results of its operations and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

Basis for Opinion 
We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Our responsibilities under those 
standards are further described in the Auditors’ Responsibilities for the Audit of the Consolidated 
Financial Statements section of our report. We are required to be independent of Imagine Housing and 
Affiliates and to meet our other ethical responsibilities in accordance with the relevant ethical 
requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient 
and appropriate to provide a basis for our audit opinion. 

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

In preparing the consolidated financial statements, management is required to evaluate whether there 
are conditions or events, considered in the aggregate, that raise substantial doubt about Imagine 
Housing and Affiliates's ability to continue as a going concern for one year after the date the 
consolidated financial statements are available to be issued. 

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements 
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements 
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ 
report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and 
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Government Auditing Standards  will always detect a material misstatement when it exists. The risk of 
not detecting a material misstatement resulting from fraud is higher than for one resulting from error, as 
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of 
internal control. Misstatements are considered material if there is a substantial likelihood that, 
individually or in the aggregate, they would influence the judgment made by a reasonable user based 
on the consolidated financial statements. 

In performing an audit in accordance with GAAS and Government Auditing Standards, we: 

• Exercise professional judgment and maintain professional skepticism throughout the audit.

• Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to those
risks. Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the consolidated financial statements.

• Obtain an understanding of internal control relevant to the audit 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 Imagine Housing and Affiliates’s internal control. Accordingly, no
such opinion is expressed.

• Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Imagine Housing and Affiliates’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control related 
matters that we identified during the audit. 

Other Matters 
Report on Summarized Comparative Information 
We have previously audited Imagine Housing and Affiliates’ 2020 consolidated financial statements, 
and our report dated July 21, 2021 expressed an unmodified audit opinion on those consolidated 
financial statements. In our opinion, the summarized comparative information presented herein as of 
and for the year ended December 31, 2020, is consistent, in all material respects, with the audited 
financial statements from which it has been derived. 

Supplementary Information 
Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements 
as a whole. The accompanying supplementary information shown on pages 32 to 36 is presented for 
purposes of additional analysis as required by the Uniform Financial Reporting Standards issued by the 
U.S. Department of Housing and Urban Development, Office of the Inspector General, and is not a 
required part of the consolidated financial statements. The accompanying schedule of expenditures of 
federal awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, is 
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presented for purposes of additional analysis and is not a required part of the consolidated 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 consolidated financial 
statements. The information has been subjected to the auditing procedures applied in the audits of the 
consolidated financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the 
consolidated financial statements or to the consolidated financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United States of 
America and Government Auditing Standards. In our opinion, the information is fairly stated, in all 
material respects, in relation to the consolidated 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 26, 2022, on our consideration of the Organization’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 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 the Organization’s internal control over financial reporting and compliance. 

CliftonLarsonAllen LLP 

Bellevue, Washington 
July 26, 2022 
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2021 2020

ASSETS

CURRENT ASSETS
Cash and Cash Equivalents 2,555,347$      2,607,398$      
Security Deposits 109,283           106,851           
Tenant and Subsidy Receivables 53,794             129,293           
Grants and Contributions Receivable 212,180           112,113           
Beneficial Interest in Lead Trust 7,500               7,500               
Due from Limited Partnerships and Limited Liability Companies 569,623           510,415           
Prepaid Expenses and Deposits 187,572           160,620           

Total Current Assets 3,695,299        3,634,190        

OTHER ASSETS  
Board-Designated Reserves 2,572,914        2,810,145        
Restricted Deposits 1,014,894        1,006,369        
Cash Held in Escrow 4,004,081        -                       
Construction Cash 26,199             26,196             
Investment in Limited Partnerships and Limited Liability Companies 770,904           299,744           
Beneficial Interest in Lead Trust 63,269             69,725             
Due from Limited Partnerships and Limited Liability Companies 216,775           688,210           
Construction in Progress 1,480,267        557,765           
Capitalized Costs, Net 65,559             68,892             
Intangible Assets 30,000             30,000             

Total Other Assets 10,244,862      5,557,046        

BUILDINGS AND EQUIPMENT  
Land 16,513,802      16,513,802      
Land Improvements 661,437           645,256           
Buildings 27,098,910      27,033,237      
Furnishings and Equipment 1,208,583        1,142,943        
Leasehold Improvements 18,704             16,204             
Less: Accumulated Depreciation (13,184,657)     (12,349,520)     
Less: Contra-Property Account (247,525)          (257,014)          

Total Buildings and Equipment 32,069,254      32,744,908      

Total Assets 46,009,415$    41,936,144$    
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2021 2020

LIABILITIES AND NET ASSETS 

CURRENT LIABILITIES  
Accrued Expenses 248,358$         220,821$         
Construction Costs Payable 72,565             8,872               
Refundable Advance 47,028             47,028             
Due to Limited Partnerships and Limited Liability Companies 30,015             10,730             
Tenant Deposits and Prepaid Rent 189,989           147,247           
Accrued Interest Payable 34,426             80,484             
Current Portion of Long-Term Debt 1,618,617        1,359,749        

Total Current Liabilities 2,240,998        1,874,931        

LONG-TERM DEBT
Notes Payable, Net of Unamortized Debt Issuance Costs 23,739,098      19,907,108      
Forgivable Debt 1,046,892        1,046,892        

Total Long-Term Debt 24,785,990      20,954,000      

Total Liabilities 27,026,988      22,828,931      

NET ASSETS  
Net Assets Without Donor Restrictions:

Undesignated 15,892,133      15,763,650      
Board-Designated 2,572,914        2,810,145        

Total Net Assets Without Donor Restrictions 18,465,047      18,573,795      
Net Assets With Donor Restrictions 517,380           533,418           

Total Net Assets 18,982,427      19,107,213      

Total Liabilities and Net Assets 46,009,415$    41,936,144$    
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Net Assets Net Assets

Without Donor With Donor Total Total
Restrictions Restrictions 2021 2020

SUPPORT AND REVENUE
Special Event Revenue (Not Including
  $70,788 and $323,027, Respectively,
  of Contributions Reported Below) 27,494$            -$                     27,494$            38,198$            
Less: Cost of Direct Benefits to Donors (54,551)            -                       (54,551)            (41,238)            

Total (27,057)            -                       (27,057)            (3,040)              

Government Grants 1,096,700         -                       1,096,700         897,754            
Contributions 358,648            392,547            751,195            1,047,883         
Rental Income, Net 4,222,038         -                       4,222,038         3,807,202         
Management Fees 426,608            -                       426,608            430,034            
Laundry and Miscellaneous Tenant Fees 18,303              -                       18,303              17,612              
Interest Income 4,756                -                       4,756                13,293              
Gain (Loss) on Investments in Limited 
  Partnerships and Limited Liability Companies (275)                 -                       (275)                 (259)                 
Gain on Release of Loan Obligation 619,077            -                       619,077            -                       
Other 21,129              -                       21,129              17,433              
Loss on Disposal of Fixed Assets, Net -                       -                       -                       (18,510)            
Net Assets Released from Restriction 368,585            (368,585)          -                       -                       

Total Support and Revenue 7,108,512         23,962              7,132,474         6,209,402         

EXPENSES
   Program Services:
     Asset Management 4,781,132         -                       4,781,132         4,777,894         
     Housing Development 105,803            -                       105,803            538,535            
     Supportive Services 1,050,608         -                       1,050,608         1,070,694         
   Administration 919,380            -                       919,380            674,650            
   Fund Development 430,337            -                       430,337            681,534            

Total Expenses 7,287,260         -                       7,287,260         7,743,307         

EXCESS (DEFICIENCY) OF OPERATING    
  SUPPORT OVER (UNDER) EXPENSES (178,748)          23,962              (154,786)          (1,533,905)       

OTHER INCOME (EXPENSE)
Capital Grants and Contributions -                       30,000              30,000              40,000              
Net Assets Released from Capital Restriction 70,000              (70,000)            -                       -                       

Total Other Income (Expense) 70,000              (40,000)            30,000              40,000              

CHANGE IN NET ASSETS (108,748)          (16,038)            (124,786)          (1,493,905)       

Net Assets - Beginning of Year 18,573,795       533,418            19,107,213       20,601,118       

NET ASSETS - END OF YEAR 18,465,047$     517,380$          18,982,427$     19,107,213$     
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 Asset  Housing Supportive Total Fund Total  Total

Management Development Services Program Administration Development 2021 2020

Salaries and Wages 271,534$          63,297$           629,281$          964,112$          611,263$          220,724$          1,796,099$       1,880,025$       
Building Staff 668,453           -                       -                       668,453           -                       -                       668,453           568,364           
Payroll Taxes and Benefits 184,521           11,653             153,563           349,737           120,423           49,899             520,059           543,100           
Advertising 10,656             -                       -                       10,656             1,321               2,135               14,112             20,541             
Bad Debt 15,101             -                       -                       15,101             -                       -                       15,101             16,304             
Building Supplies 601,345           -                       -                       601,345           -                       -                       601,345           741,985
Insurance 183,544           1,022               7,996               192,562           10,427             4,702               207,691           157,309           
Interest 272,875           -                       -                       272,875           9,844               24,200             306,919           248,986           
Interest - Amortization of Debt 
  Issuance Costs 12,813             -                       -                       12,813             -                       -                       12,813             12,815
Travel 704                  -                       2,077               2,781               93                    315                  3,189               6,095               
Office Supplies and Services 120,521           5,803               50,361             176,685           29,082             34,702             240,469           380,184           
Miscellaneous Expenses -                       -                       -                       -                       500                  -                       500                  1,277               
Venue and Catering -                       -                       -                       -                       -                       54,551             54,551             41,238             
Taxes and Fees 4,665               785                  5,911               11,361             1,828               5,728               18,917             44,812             
Tenant Screening and Services 415                  -                       -                       415                  -                       -                       415                  4,597               
Tenant Relations 24,484             -                       -                       24,484             -                       -                       24,484             4,858               
Training 8,817               -                       5,552               14,369             10,214             16,015             40,598             38,769             
Professional Services 110,339           12,480             117,733           240,552           36,096             42,279             318,927           422,932           
Case Management Services -                       -                       74,268             74,268             -                       -                       74,268             112,094           
Property Management Fees 170,785           -                       -                       170,785           -                       -                       170,785           178,339           
Property Taxes 90,733             -                       -                       90,733             -                       -                       90,733             87,973             
Rent 23,195             6,443               3,866               33,504             65,719             29,638             128,861           94,003             
Repairs and Maintenance 414,267           -                       -                       414,267           -                       -                       414,267           310,083
Rental Assistance 66,814             -                       -                       66,814             -                       -                       66,814             297,038
Utilities 662,002           -                       -                       662,002           -                       -                       662,002           604,552
Development Expense -                       4,320               -                       4,320               -                       -                       4,320               108,745
Amortization 3,333               -                       -                       3,333               -                       -                       3,333               3,333               
Depreciation 859,216           -                       -                       859,216           22,570             -                       881,786            854,194           

4,781,132         105,803           1,050,608         4,781,132         919,380           484,888           7,341,811         7,784,545         
Less: Special Event Expenses -                   -                   -                   -                   -                   (54,551)            (54,551)            (41,238)            

Total Expenses 4,781,132$       105,803$          1,050,608$       4,781,132$       919,380$          430,337$          7,287,260$       7,743,307$       
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2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets (124,786)$        (1,493,905)$     
Adjustments to Reconcile Change in Net Assets to Net Cash
  Provided (Used) by Operating Activities:

Depreciation and Amortization 885,119           857,527           
Loss (Gain) on Investments 256                  259                  
Other Income - Amortization of Contra-Property Account (9,489)              (9,489)              
Interest - Amortization of Debt Issuance Costs 12,813             12,815             
Gain on Disposal of Assets -                       18,508             
Loss on Write-Off of Debt Issuance Costs 21,652             -                       
Gain on Forgiveness of Debt (633,028)          -                       
Deferred interest 30,189             10,140             
(Increase) Decrease in Operating Assets:

Tenant and Subsidy Receivables 75,499             (68,862)            
Grants and Contributions Receivable (100,067)          480,432           
Due from Limited Partnerships and Limited Liability Companies (129,923)          (40,512)            
Beneficial Interest in Lead Trust 6,456               6,619               
Prepaid Expenses and Deposits (26,952)            (25,017)            

Increase (Decrease) in Operating Liabilities:
Accrued Expenses 27,537             27,968             
Due to Limited Partnerships and Limited Liability Companies 19,285             (28,368)            
Tenant Deposits and Prepaid Rent 42,742             (26,561)            
Accrued Interest Payable (46,058)            29,537             

Net Cash Provided (Used) by Operating Activities 51,245             (248,909)          

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Building, Furnishings, and Equipment (196,643)          (515,389)          
Construction in Progress (849,937)          (435,548)          
Deferred Developer Fee and Notes Receivable - Related Party 542,150           135,567           
Investment in Partnerships and Limited Liability Companies, Net (471,416)          -                       

Net Cash Used by Investing Activities (975,846)          (815,370)          

CASH FLOWS FROM FINANCING ACTIVITIES
Construction Costs Payable (8,872)              (17,800)            
Payments on Long-Term Debt (4,538,593)       (279,393)          
Proceeds from Long-Term Debt 9,197,825        535,203           

Net Cash Provided by Financing Activities 4,650,360        238,010           

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS 3,725,759        (826,269)          

Cash and Cash Equivalents - Beginning of Year 6,556,959        7,383,228        

CASH AND CASH EQUIVALENTS - END OF YEAR 10,282,718$    6,556,959$       
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2021 2020

RECONCILIATION OF CASH AND RESTRICTED CASH - END OF
  YEAR PER THE CASH FLOW STATEMENT TO CASH AND 
  RESTRICTED CASH PER THE BALANCE SHEET

Cash and Cash Equivalents 2,555,347$      2,607,398$      
Security Deposits 109,283           106,851           
Board-Designated Reserves 2,572,914        2,810,145        
Restricted Deposits 1,014,894        1,006,369        
Cash Held in Escrow 4,004,081        -                       
Construction Cash 26,199             26,196             

Cash and Cash Equivalents per Statement of Cash Flows 10,282,718$    6,556,959$      
 

 



IMAGINE HOUSING AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

DECEMBER 31, 2021 
(WITH COMPARATIVE TOTALS FOR 2020) 

 
 
 

(12) 

 
NOTE 1 NATURE OF ORGANIZATION 

Organization 
Imagine Housing and Affiliates (the Organization), formerly St. Andrew’s Housing Group and 
Affiliates, is a Washington 501(c)(3) nonprofit corporation formed in 1987 to provide and 
support low-income housing. The name of the organization was changed and filed with the 
Secretary of State for the State of Washington on April 26, 2011. A volunteer board of up to 
25 members governs the Organization. 
 
The Organization develops, owns, maintains, and manages residential property, which 
provides low-income housing and other related supportive services. At December 31, 2021, 
it managed 15 residential apartment buildings, having ownership of eight and partial 
ownership of seven others through limited partnerships and limited liability companies. 
These buildings provide 639 units of low-income housing in Bellevue, Kirkland, Mercer 
Island, Redmond, and Issaquah, Washington.  
 
 

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation 
These financial statements consolidate the statements of Imagine Housing, Imagine 
Housing Communities (formerly Red Vines 1), Ruby LLC, Roots I LLC, Imagine Gardens 
LLC, Chalet Apartments Holdings LLC, Grace Place MI LLC, Kirkland Plaza Senior LLC, 
Athene Manager LLC, RV Manager LLC, 30Bellevue Manager LLC, South KTOD 
Development LLC, Chalet Apartments Holdings LLC, Block 6B 9% Manager LLC, and Block 
6B 4% Manager LLC. The limited liability companies consolidated in these statements are 
either single member limited liability corporations or otherwise controlled by Imagine 
Housing or Imagine Housing Communities. Imagine Housing Communities is a 501(c)(3) 
nonprofit Community Housing Development Organization. Imagine Housing has effective 
control over Imagine Housing Communities; two-thirds of the members of the board of 
Imagine Housing Communities are also members of the board of Imagine Housing, and 
Imagine Housing has approval authority over appointment of all Imagine Housing 
Communities board members. Inter-organization and affiliated organization accounts and 
transactions have been eliminated in the consolidation. 
 
The Organization has investments in various partnerships and companies which are 
accounted for by the equity method (see Note 9). 
 
Basis of Financial Presentation 

In accordance with generally accepted accounting principles, the Organization reports 
information regarding its financial position and activities according to two classes of net 
assets: net assets without donor restrictions and net assets with donor restrictions. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Restricted and Unrestricted Revenue and Support 

Contributions that are restricted by the donor are reported as increases in net assets without 
donor restrictions if the restrictions expire in the reporting period in which the revenue is 
recognized. All other donor-restricted contributions are reported as increases in net assets 
with donor restrictions. When a restriction expires, restricted net assets with donor 
restrictions are reclassified to net assets without donor restrictions and reported in the 
statement of activities as net assets released from restrictions.  
 
The governing board has designated, from net assets without donor restrictions, net assets 
for operating and capital reserves. 
 
Revenue and Revenue Recognition 
Revenue is recognized as the performance obligations are satisfied. Performance 
obligations are determined based on the nature of the services provided by the 
Organization. Revenue for performance obligations satisfied over time is recognized based 
on the services period of the contract. The Organization measures the performance 
obligation from these particular services from the beginning of the performance period to the 
completion of services provided. Revenue for performance obligations satisfied at a point in 
time is recognized when goods or services are provided and the Organization does not 
believe they are required to provide additional goods or services to the client. 
 
The Organization has performance obligations that are satisfied at a point in time as well as 
over a time period. Developer fees are recognized as the services are being performed in 
proportion to the percentage of construction completed and/ or as the performance 
obligations are being satisfied based on the specific contract terms. 
 
The Organization recognizes contributions when cash, securities or other assets, or an 
unconditional promise to give is received. Conditional promises to give – that is, those with a 
measurable performance or other barrier and a right of return – are not recognized until the 
conditions on which they depend have been met. 
 
A portion of the Organization’s revenue is derived from cost-reimbursable contracts and 
grants, which are conditioned upon certain performance requirements and/ or the incurrence 
of allowable qualifying expenses. Amounts received are recognized as revenue when the 
Organization has incurred expenditures in compliance with specific contract or grant 
provisions. Amounts received prior to incurring qualifying expenditures are reported as 
deferred revenue in the statement of financial position. The Organization received cost-
reimbursable grants of $522,554 that have not been recognized at December 31, 2021, 
because qualifying expenditures have not yet been incurred. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Functional Expenses 
Functional expenses are allocated directly to departments, as applicable. Indirect costs are 
allocated across programs, administration, and fund development based on the number of 
payroll hours worked by staff at the Organization’s main office and include insurance, office 
supplies, office equipment, software, telephone, miscellaneous administrative costs, taxes, 
audit, contract labor, and rent. 
 
Cash and Cash Equivalents 

For the purpose of the statement of cash flows, the Organization considers all highly liquid 
debt instruments with current maturities of three months or less to be cash equivalents. 
 
Receivables and Allowance for Doubtful Accounts 
Tenant, subsidy, and grants receivables are presented in the statement of financial position 
net of estimated uncollectible amounts. The Organization records an allowance for 
estimated uncollectible accounts in an amount approximating anticipated losses. Individual 
uncollectible accounts are written off against the allowance when collection of the individual 
accounts appears doubtful. Tenant and subsidy receivables of $53,794 and $129,293 were 
due to the Organization at December 31, 2021 and 2020, respectively. No allowance for 
doubtful accounts was considered necessary at December 31, 2021 or 2020. 
UU 

 
Fixed Assets and Depreciation 

Land, land improvements, buildings, furnishings, and equipment are recorded at cost. 
Improvements are capitalized, while expenditures for maintenance and repairs are charged 
to expense as incurred. Upon disposal of depreciable property, the appropriate property 
accounts are reduced by the related costs and accumulated depreciation. Interest costs 
incurred during the construction period are capitalized and added to the cost of the building. 
Depreciation has been computed on the straight-line basis for furnishings and equipment 
over three to seven years, leasehold improvements over five years, for land improvements 
over 15 years, and for buildings and improvements over 15 to 40 years. 
 
The Organization reviews its investment in real estate for impairment whenever events or 
changes in circumstances indicate that the carrying value of such property may not be 
recoverable. No impairment losses were recognized in 2021 or 2020. 
 
Debt Issuance Costs 
Debt issuance costs are reported on the balance sheets as a direct deduction from the face 
of the mortgages payable (see Note 6) and are amortized over the term of the mortgage 
using the straight-line method. Accounting principles generally accepted in the United States 
of America require that the effective yield method be used to amortize financing costs; 
however, the effect of using the straight-line method is not materially different from the 
results that would have been obtained under the effective yield method. Amortization of debt 
issuance costs is included in interest expense in the statements of operations. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Capitalized Costs and Amortization 
Capitalized costs consist of tax credit fees which are amortized over a 30-year period using 
the straight-line method. Accumulated amortization was $34,441 and $31,108 at  
December 31, 2021 and 2020, respectively. 
 
Donated Property, Equipment, and Services 
Donations of property and equipment are recorded as an increase in net assets without 
donor restrictions at their estimated fair value at the date of donation.  
 
Contra-Property Account 
Development fees earned by one entity in service to another consolidated entity are 
eliminated against current year applicable expenses. Any remainder is due to differences in 
timing and the difference between total expenses and total revenue of the applicable project 
over the development period. The Organization recognizes the remainder through a contra 
account to fixed assets, which is amortized on a straight-line basis over the life of the related 
assets. At December 31, 2021 and 2020, accumulated amortization of the contra-property 
account was $91,960 and $82,471, respectively. 
UU 

 

 
Intangible Assets 
Intangible assets consist of transfer of development rights owned by the Organization. 
These assets have an indefinite life and are nonamortizing. 
 
Tax-Exempt Status 
Imagine Housing and Imagine Housing Communities are exempt from federal income taxes 
under Section 501(c)(3) of the Internal Revenue Code. They have been classified as 
organizations that are not private foundations within the meaning of Section 509(a) because 
they are organizations of the type described in Section 509(a)(2). 
 
Imagine Housing is the sole member of Ruby LLC, Roots I LLC, South KTOD Development 
LLC, Imagine Gardens LLC, Chalet Holdings LLC, Grace Place MI LLC, Kirkland Plaza 
Senior LLC, Block 6B 9% Manager LLC, and Block 6B 4% Manager LLC. Imagine Housing 
Communities is the sole member of Athene Manager LLC, RV Manager LLC, and 
30Bellevue Manager LLC. All LLC’s listed are single member LLC’s and are disregarded 
entities for tax purposes. 
 
The Organization’s income tax filings are subject to examination by various taxing 
authorities. 
 
The Organization has evaluated its tax positions and concluded that it has taken no 
uncertain tax positions that would require adjustment to the financial statements. In addition, 
the Organization is not aware of any matters that would cause the loss of its tax-exempt 
status. 
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NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Comparative Financial Information 
The financial statements include certain prior-year summarized comparative information in 
total but not by net asset class. Such information does not include sufficient detail to 
constitute a presentation in conformity with accounting principles generally accepted in the 
United States of America. Accordingly, such information should be read in conjunction with 
the Organization’s financial statements for the year ended December 31, 2020, from which 
the summarized information was derived.  
 
Use of Estimates in the Preparation of Financial Statements 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosures 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. 
 
Reclassification 
Certain amounts from the prior-year financial statements have been reclassified to conform 
to the current-year presentation. 
 
 

NOTE 3 LIQUIDITY AND AVAILABILITY 

Financial assets available for general expenditure within one year of the balance sheet date 
without donor or other restrictions limiting their use are as follows: 
 
Cash and Cash Equivalents 2,555,347$      
Tenant and Subsidy Receivables 53,794             
Current Grants and Contributions Receivable 212,180           
Distributions from Beneficial Interest in Lead Trust 7,500               
Due from Limited Partnerships and Limited
  Liability Companies 569,623           

Total 3,398,444$       
 
As further explanation, each property operates self-sufficiently and budgets anticipate that 
rent revenue will cover related property operating expenditures. Of the financial assets listed 
above, $1,085,707 is associated with eight properties owned by Imagine Housing or 
Imagine Housing Communities. Properties also have lender and/or board-designated 
replacement and operating reserves that can be made available for capital repairs and 
operating deficits as described in Note 16. Liquid assets which are available for general 
operations of Imagine Housing and Imagine Housing Communities total $2,312,737. 
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NOTE 3 LIQUIDITY AND AVAILABILITY (CONTINUED) 

Additionally, the Board has established an operating reserve of three months of operating 
expenses, or $975,510 at December 31, 2021, which can be made available if necessary. 
As of December 31, 2021, $975,000 of social impact investments for future project 
predevelopment and construction. In addition, at December 31, 2021, the Organization had 
an available balance of $2,952,041 in a $4,500,000 line of credit. 
 
 

NOTE 4 BENEFICIAL INTEREST IN LEAD TRUST 

During 2015, a donor established a trust with an independent broker naming Imagine 
Housing as the lead beneficiary of a charitable lead annuity trust. Under terms of the split-
interest agreement, the Organization is to receive $7,500 annually for 20 years for its 
unrestricted use. Upon termination, the Trust will be distributed to the individual remainder 
beneficiaries. Using a 2.38% discount rate, the present value of future benefits expected to 
be received by the Organization was estimated to be $70,769 and $77,225, which was 
reported in 2021 and 2020, respectively, as a contribution receivable from charitable lead 
trust. The Organization received $7,500 from the trust in December 2021 and 2020, which 
was recorded as a reduction in the receivable and a corresponding reclassification from net 
assets with donor restrictions to net assets without donor restrictions. The Organization also 
recorded amortization of the discount on the estimated present value of future benefits of 
$1,044 and $881 in 2021 and 2020, respectively. 
 
 

NOTE 5 LEASES 

Land Lease 
The Organization entered into a lease/lease back arrangement with King County Housing 
Opportunity Fund for the property associated with Andrew’s Heights. The Organization 
received $335,000 for a 35-year lease, which expires on October 3, 2029.  
 
The Organization leased back the property for a term of 35 years ending August 31, 2029. 
In lieu of lease payments, the Organization must improve the property and perform services 
outlined in the agreement, consisting primarily of operating the premise as permanent 
housing for low-income individuals. 
 
Operating Lease 
The Organization entered into a five-year operating lease on December 1, 2010, for office 
space in Kirkland, Washington. The lease expired on November 30, 2015 and was extended 
for additional terms expiring November 30, 2022. The Organization also entered into a 
month-to-month lease for storage space located in the garage of the building. Rental 
expenses under these leases for December 31, 2021 and 2020 were $128,861 and 
$94,003, respectively. 
 
Future minimum payments due in 2021 are $115,973. 
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NOTE 5 LEASES (CONTINUED) 

Operating Lease (Continued) 
The Organization as lessor has entered into leases with various businesses for the use of 
commercial space. Rental revenue from these leases was $562,269 and $520,840 in 2021 
and 2020, respectively. Subsequent to year-end, the commercial lease terms were 
renegotiated, and the future minimum lease payments to be received under the operating 
leases reflect the renegotiated terms and are as follows: 
 

Year Ending December 31, Amount
2022 572,413$         
2023 588,069           
2024 604,156           
2025 577,578           
2026 341,283           

Thereafter 76,512             
Total 2,760,011$      

 
 
 

NOTE 6 LONG-TERM DEBT 

The following is a summary of the Organization’s long-term debt outstanding at 
December 31: 
 
Description 2021 2020

Andrew's Heights
Note payable to City of Bellevue, no interest, payments
only to the extent there is residual cash flow as defined
in the agreement, principal forgiven at maturity,
June 1, 2045, provided the Organization complies with
all loan requirements. 101,892$         101,892$         

Note payable to King County, no interest, principal
forgiven at maturity, September 20, 2034, provided.
the Organization complies with all loan requirements 445,000           445,000           

Note payable to State of Washington, interest at 1%,
annual payments of $33,256 until maturity,
December 31, 2055. 930,258           1,005,367        

Andrew's Height's loans are secured by land and
building with a carrying value at December 31, 2021
of $308,727 and $1,218,758, respectively .

 



IMAGINE HOUSING AND AFFILIATES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

DECEMBER 31, 2021 
(WITH COMPARATIVE TOTALS FOR 2020) 

 
 
 

(19) 

 
NOTE 6 LONG-TERM DEBT (CONTINUED) 

Description 2021 2020

Terrace Hill Apartments
Note payable to Washington Community Reinvestment
Association, interest at 7.375%, monthly payments
of $2,072 until maturity, July 1, 2029. 144,090$         157,775$         

Note payable to King County, no interest, principal
due at maturity, April 30, 2049. 526,635           526,635           

Note payable to State of Washington, interest at 1%,
quarterly payments of $3,199 until maturity, 
October 30, 2049. 329,067           324,174           

Note payable to King County, interest at 1% beginning
in 2005, annual payments of $9,680 subject to 
available cash flow until maturity, April 30, 2049. 350,647           350,647           

Note payable to Cities of Redmond and Bellevue, interest
at 1% beginning in 2004, annual payments beginning in
2005 subject to available cash flow until maturity,
April 30, 2049; if insufficient cash flow, payments may
deferred and interest for that year forgiven. 88,102             88,102             

Note payable to State of Washington, no interest,
principal forgiven at maturity, October 30, 2049,
provided Organization complies with all loan
requirements. 500,000           500,000           

Terrace Hill Apartments' loans are secured by land
and building with a carrying value at December 31,
2021, of $226,319 and $917,169, respectively.

Kirkland Plaza
On December 28, 2021, Kirkland Plaza refinanced all
existing debt with a note payable to CBRE Multifamily 
Capital, Inc.; interest at 3.53%; monthly interest-only
payments starting February 1, 2022 through maturity, 
January 1, 2037, when unpaid principal is also due. 2,300,000        -                       

Note payable to bank, interest at 6.75%, monthly
payments of $2,906 until maturity, January 1, 2029,
principal balance paid in full December 28, 2021. -                       216,793           
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NOTE 6 LONG-TERM DEBT (CONTINUED) 

Description 2021 2020

Kirkland Plaza
Note payable to Cities of Bellevue, Kirkland, and
Redmond; simple interest at 1%, annual payments
subject to project net cash flow until maturity,
principal due at maturity, June 1, 2049, paid in full
December 28, 2021. -$                     505,363$         

Note payable to King County, no interest, annual payment
of $14,818 subject to project net cash flow until maturity,
June 1, 2034, paid in full December 28, 2021. -                       493,366           

Note payable to State of Washington, interest at 1%,
annual payments of $8,116 until maturity, October 31,
2048, balance paid in full December 28, 2021. -                       203,446           

Kirkland Plaza's loans are secured by land and building
with a carrying value at December 31, 2021, of 
$593,208 and $720,078, respectively.

Grace Place (Formerly Ellsworth House)
On December 28, 2021, Grace Place refinanced all
existing debt with a note payable to CBRE Multifamily 
Capital, Inc.; interest at 3.48%; monthly interest-only
payments starting February 1, 2022 through maturity, 
January 1, 2037, when unpaid principal is also due. 6,900,000        -                       

Note payable to bank, interest at 5.1565% and 5.75%,
monthly payments of $3,406 and $15,902 until maturity,
October 8, 2029, principal balances paid in full
December 28, 2021. -                       1,618,132        

Note payable to Washington State Housing Trust Fund, 
interest at 1%, annual payments of $25,513 until 
maturity, October 30, 2049, paid in full December 28, 
2021. -                       658,419           

Note payable to King County Department of Community 
and Human Services, no interest, principal due at 
maturity, September 1, 2049, paid in full December 28, -                       715,342           
2021.  
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NOTE 6 LONG-TERM DEBT (CONTINUED) 

Description 2021 2020

Grace Place (Formerly Ellsworth House) (Continued)
Note payable to City of Bellevue, Mercer Island, Redmond, 
Newcastle, and Kirkland; interest at 1%, annual payments 
subject to project cash flow until maturity, June 1, 2050;
if insufficient cash flow, payment may be deferred and -$                     765,746$         
interest for that year forgiven, principal balances paid in 
full December 28, 2022.

Grace Place’s loans are secured by land and 
building with a carrying value at December 31, 2021, 
of $1,046,500 and $2,344,678, respectively.

Andrew’s Arms Apartments
Note payable to State of Washington Housing Trust 
Fund, original amount $753,375, $403,375 of original 
amount bears interest at 0.46%, annual payments of 
$8,964 until maturity, December 31, 2042. 550,971           549,111           

Note payable to King County, no interest, principal due 
at maturity, December 6, 2030. 173,992           173,992           

Andrew’s Arms’ loans are secured by land and building 
with a carrying value at December 31, 2021, of 
$219,531 and $502,248, respectively.

Andrew’s Glen
Note payable to King County, no interest, principal due 2,910,889        2,910,889        
at maturity, June 30, 2061.

Note payable to State of Washington Housing Trust Fund,
no interest, principal due at maturity, June 30, 2061. 2,345,816        2,345,816        

Note payable to City of Bellevue, no interest; payments 
deferred until June 15, 2041, then annual payments of 
$47,104 from available cash flow; annual repayment 
may be deferred, at the discretion of the City, for 
insufficient cash flow; principal due at maturity, 
June 30, 2061. 883,400           883,400           

Andrew's Glen's Loans are secured by land and
building with a carrying value at December 31, 2021
of $1,586,333 and $6,629,139 respectively.
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NOTE 6 LONG-TERM DEBT (CONTINUED) 

Description 2021 2020

Highland Gardens
Note payable to bank, interest at 4.75%, monthly 
payments of $3,944 with remaining balance paid at
maturity in 2021. -$                     631,115$         

Note payable to Washington State Department of 
Commerce, interest at 1%, annual payments of 
$11,076 until maturity, March 31, 2058; an additional 
$94,960 was added to the loan in 2011, noninterest 
bearing, principal due at maturity, March 31, 2058. 449,058           445,553           

Note payable to Washington State Department of 
Commerce, interest at 1%, deferred until March 10, 
2029, then annual payments of $19,374 through 
maturity, March 10, 2058. 500,000           500,000           

Note payable to King County Home Program, 
noninterest bearing, principal due at maturity, 
December 15, 2045. 950,000           950,000           

Note payable to King County Community Services 
Divisions, noninterest bearing, principal due at 
maturity, May 30, 2032. 535,000           535,000           

Note payable to City of Bellevue, interest at 1%, 
annual payments are due if net cash flow is greater 
than 3.5% of annual gross income, otherwise due at 
maturity in 2057. 143,050           143,050           

Highland Gardens’ loans are secured by land and 
building with a carrying value at December 31, 2021, 
of $858,286 and $2,443,890, respectively.

Chalet Apartments
Note payable to First Savings Bank Northwest in 
the original amount of $490,000; interest at 7.25%; 
monthly payments of $3,343 until maturity April 1, 2035. 340,757           355,575           

Note payable to King County in the original amount 
$626,350; interest at 1% compounded annually begins 
to accrue January 1, 2005; annual payments of $46,873 
begin January 1, 2036 until maturity December 31, 2054. 741,789           734,445            
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NOTE 6 LONG-TERM DEBT (CONTINUED) 

Description 2021 2020

Chalet Apartments (Continued)
Note payable to State of Washington in the 
original amount of $600,000; interest at 1% 
compounded quarterly begins to accrue December 1, 
2004; quarterly payments of $6,402 begin December 31,
2014, until maturity December 31, 2044. 565,653$         555,852$         

Note payable to Cities of Bellevue and Redmond;
interest at 1% compounded annually begins to accrue
January 1, 2005; annual payments beginning June 1, 2020,
annual payments may be deferred at discretion of the 
City if insufficient cash flow to pay all operating
expenses and pre-approved debt; deferred payments 
would be due at maturity, June 1, 2034. 248,703           246,241           

Note payable to Housing Authority of King County 
in the original amount $80,014; deferred interest at 0.5% 
compounded annually; annual principal and interest 
payments of $9,550 due March 15, 2035 through 2045. 87,104             86,671             

Chalet’s loans are secured by land and building
with a carrying value at December 31, 2021 of 
$534,898 and $990,461, respectively.

Other Debt
Note payable to bank, no interest, principal due at 
maturity, September 12, 2057; invested in Imagine 
Gardens LLC. 229,449           229,449           

Notes payable to Washington Federal Bank from the  
Paycheck Protection Program in the amount of $535,203; 
deferred interest at 1%; principal and accrued 
interest due April 2022; forgiveness criteria were 
met and the loan was forgiven April 5, 2021. -                       535,203           

Line of Credit with Washington Federal Bank; amount
available $4,500,000; monthly interest only payments on
amounts drawn from the line at LIBOR plus 2.25%.  
Secured by a deed of trust on commercial property. 1,547,959        -                        
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NOTE 6 LONG-TERM DEBT (CONTINUED) 

Description 2021 2020

Unsecured promissory notes to accredited lenders at 
2%-3% simple interest paid annually; various maturity 
dates with principal and accrued but unpaid interest 
due on or before the maturity date of each note. 975,000$         1,000,000$      

Total Long-Term Debt 26,794,281      22,487,561      

Less: Unamortized Debt Issuance Costs 389,674           173,812           

Total Long-Term Debt Less Unamortized 
  Debt Issuance Costs 26,404,607$    22,313,749$    

 
 
Interest has not been imputed on any of the above notes payable that carry below-market 
rate interest as they are payable to governmental entities and carry legal restrictions. The 
restrictions require the Organization to use the property for low-income housing in 
accordance with the loan agreements. 
 
Future principal payments of long-term debt, excluding debt issuance costs, are as follows: 
 

Year Ending December 31, Amount
2022 1,618,617$      
2023 351,766           
2024 299,905           
2025 108,237           
2026 111,761           

Forgivable Debt 1,046,892        
Thereafter 23,257,103      

Total 26,794,281$     
 
The Washington State Department of Commerce interest and principal payments through 
December 31, 2022 have been deferred until the loan maturity date. 
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NOTE 7 SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION 

Noncash investing and financing activities included the following: 
 

2021 2020
Construction in Progress Financed with
  Construction Costs Payable 72,565$           8,872$             

 
 
During 2021 and 2020, cash paid for interest, net of amounts capitalized, was $328,593 and 
$209,861, respectively. 
 
 

NOTE 8 RESTRICTED DEPOSITS 

Restricted deposits consist of cash and cash equivalents as follows at December 31: 
 

2021 2020
Operating Reserve 211,097$         208,166$         
Replacement Reserve 803,797           758,203           
Cash Held in Escrow 4,004,081        -                       
Donor-Restricted Cash -                       40,000             

Total 5,018,975$      1,006,369$       
 
The Organization is required by various loan and grant agreements to maintain operating 
and replacement reserves. Donor-restricted cash represents contributions received 
restricted for capital assets, including predevelopment and property improvements. Cash 
held in escrow will be distributed among various property operating and replacement 
reserves in 2022. 
 
 

NOTE 9 INVESTMENTS ACCOUNTED FOR BY EQUITY METHOD 

Imagine Housing and Affiliates are a general partner or managing member with a 0.01% 
interest in limited partnerships (LP) and limited liability companies (LLC) which are 
operating, constructing, or rehabilitating multifamily housing properties. The limited partners 
and investor members of these LPs and LLCs have substantive participating rights in 
operations and therefore consolidation of these entities is not warranted. The Organization 
accounts for its interests in these limited partnerships and limited liability companies using 
the equity method. Under the equity method, the investment is initially recorded at cost and 
is subsequently increased by the Organization’s proportional share of net income and 
decreased by the proportional share of net loss. The total net income or loss from 
investments in these entities is reported as a single line item on these financial statements. 
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NOTE 9 INVESTMENTS ACCOUNTED FOR BY EQUITY METHOD (CONTINUED) 

The Organization’s ownership amounts in these investments at December 31 are as follows: 
 

Partnership/Limited Liability
Affiliate Companies 2021 2020
Imagine Housing East Village LLC 237,219$       237,247$       
RV Manager LLC KTOD LLC 701                759                
Ruby LLC Mine Hill Limited Partnership 19,437           19,444           

280 Clark Limited Partnership 511,348         39,932           
Totem Lake Phase I LLC (283)               (240)               

Athene Manager LLC Athene LLC 1,389             1,453             
30Bellevue Manager LLC 30Bellevue LLC 1,093             1,149             

Total Investments 
  in LPs and LLCs 770,904$       299,744$       

 
 
Financial information about these investments as of December 31 is summarized as follows: 
 

2021 2020
Total Assets 87,908,141$    90,358,097$    
Total Liabilities 46,179,698      46,340,769      
Operating Revenue 5,594,362        5,510,298        
Net Income before Depreciation and Amortization (107,653)          1,313                
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NOTE 10 RELATED PARTY TRANSACTIONS (CONTINUED) 

As Owner of Andrew's Heights
Terrace Hill

As 0.01% Managing Member of East Village LLC Rose Crest at Talus

Roots I LLC As 99% LP Owner of St. Andrew's LP Andrew's Arms

Grace Place MI LLC As Owner of Grace Place

Kirkland Plaza Senior LLC As Owner of Kirkland Plaza

Imagine Gardens LLC As Owner of Highland Gardens

As Sole Member of Chalet Apartments Holdings LLC As 99.99% Investor Member in Chalet Apts LLC Chalet Apartments

As 0.01% GP Owner of or 280 Clark LP Johnson Hill
Ruby LLC Managing Member in Mine Hill LP Mine Hill

Totem Lake Phase I LLC Francis Village

South KTOD Development LLC
As 0.0039% Founding

Block 6B 9% Manager LLC (Non-Managing) Member of Esterra Park 9 Percent, LLC

As 0.0039% Founding
Block 6B 4% Manager LLC (Non-Managing) Member of Esterra Park 4 Percent, LLC
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NOTE 10 RELATED PARTY TRANSACTIONS (CONTINUED) 

 

As Owner of Andrew's Glen

RV Manager LLC As 0.01% Managing Member in KTOD LLC Velocity

As Sole Member of Athene Manager LLC As 0.01% Managing Member in Athene LLC Athene

30Bellevue Manager LLC As 0.01% Managing Member in 30Bellevue LLC 30Bellevue

As 1% GP Owner of St. Andrew's LP Andrew's Arms
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NOTE 10 RELATED PARTY TRANSACTIONS (CONTINUED) 

Revenue earned from limited partnerships and limited liability companies is as follows: 
 

2021 2020
Company Management Fees 73,223$           81,700$           
Case Management Fees 353,385           330,002           

Total 426,608$         411,702$          
 
Receivables from limited partnerships and limited liability companies as of December 31, are 
as follows: 
 

2021 2020
Development Fees 196,564$         667,999$         
Operating Deficit Advance 191,775           191,775           
Company Management Fees 173,143           99,920             
Case Management Fees 108,656           49,960             
Reimbursable Development Costs 36,784             107,514           
Reimbursable Operating Costs 79,476             81,457             

Total 786,398$         1,198,625$       
 
In addition, during 2021 and 2020, the Organization incurred rental assistance expense to a 
limited partnership of $66,814 and $73,964, respectively. At December 31, 2021 and 2020, 
$30,015 and $10,730, respectively, remained payable to the limited partnership. 
 
 

NOTE 11 HOUSING ASSISTANCE PAYMENT CONTRACTS 

Kirkland Plaza 
The Organization entered into a contract with the U.S. Department of Housing and Urban 
Development (HUD) to receive housing assistance payments from HUD on behalf of 
qualified tenants of Kirkland Plaza. The current contract expires on June 30, 2040. Housing 
assistance payments totaling $477,285 and $310,770 were received in 2021 and 2020, 
respectively. 
 
Grace Place 
The Organization entered into a contract with the U.S. Department of Housing and Urban 
Development (HUD) to receive housing assistance payments from HUD on behalf of 
qualified tenants of Grace Place (formerly known as Ellsworth House). Housing assistance 
payments totaling $1,006,787 and $942,278 were received in 2021 and 2020, respectively. 
The current contract expires on January 31, 2040.  
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NOTE 12 MANAGEMENT FEE CALCULATION 

Kirkland Plaza 
Effective February 1, 2019, the Organization entered into a contract with a third-party 
management company to manage Kirkland Plaza in compliance with HUD regulations. 
Effective September 1, 2020, the Organization entered into a month-to-month contract with 
a new management company. Per the current agreement, the fee for management services 
is calculated based on 5.0% of residential income collected. Changes in the fee will be 
implemented only in accordance with HUD’s requirements and with HUD’s approval. 
Management fees totaling $17,881 and $21,070 were paid in 2021 and 2020, respectively.  
 
Grace Place 
Effective February 1, 2019, the Organization entered into a contract with a third-party 
management company to manage Grace Place (formerly known as Ellsworth House) in 
compliance with HUD regulations. Effective September 1, 2020, the Organization entered 
into a month-to-month contract with a new management company. Per the current 
agreement, the fee for management services is calculated based on 5.0% of residential 
income collected. Changes in the fee will be implemented only in accordance with HUD’s 
requirements and with HUD’s approval. Management fees totaling $45,244 and $62,578 
were paid in 2021 and 2020, respectively. 
 
 

NOTE 13 PENSION PLAN 

Imagine Housing has established a qualified defined-contribution pension plan covering all 
eligible employees. The Organization matches employees’ voluntary contributions up to 3% 
of gross salary. The Organization may also make additional contributions at its discretion. 
Employer discretionary and matching contributions are subject to a vesting schedule based 
on years of service. Employees are fully vested after five years of service. The 
Organization’s contribution to the plan totaled $29,638 and $31,956 in 2021 and 2020, 
respectively. 
 
 

NOTE 14 COMMITMENTS AND CONTINGENCIES 

The Organization has a general partnership interest in three low-income housing limited 
partnerships; St. Andrew’s Limited Partnership, Mine Hill Limited Partnership, and 280 Clark 
Limited Partnership; and a managing member interest in eight low-income housing limited 
liability companies: East Village LLC, Chalet Apartments LLC, Totem Lake Phase I LLC, 
KTOD LLC, Athene LLC, 30Bellevue LLC, Grace Place MI LLC, and Kirkland Plaza Senior 
LLC; and a  founding (non-managing) member interest in two limited liability companies: 
Block 6B 9% Manager LLC and Block 6B 4% Manager LLC. In addition to the general 
partner and managing member liabilities, the Organization executed sponsor guarantee 
agreements assuring against operating deficits, reduced tax benefits, and construction 
completion. 
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NOTE 14 COMMITMENTS AND CONTINGENCIES (CONTINUED) 

Amounts received from grantor agencies are subject to audit and adjustments by the grantor 
agency. Any disallowed cost, including amounts already collected, may constitute a liability 
for the Organization. The amounts, if any, of expenditures, which may be disallowed by the 
grantor, are recorded at the time that such amounts can be reasonably determined, normally 
upon notification of the government agency. During the years ended December 31, 2021 
and 2020, no such adjustments were made.  
 
 

NOTE 15 CONCENTRATIONS 

The Organization maintains cash at several financial institutions. Accounts at each financial 
institution are insured by the Federal Deposit Insurance Corporation up to $250,000. At 
December 31, 2021, the uninsured cash balances totaled $7,989,391. The Organization has 
not experienced any losses in such accounts. 
 
For the year ended December 31, 2021, contributions from one donor comprised 13% of 
total donations. 
 
 

NOTE 16 RESTRICTIONS/LIMITATIONS ON NET ASSETS  

Net Assets with Restrictions Designated by the Board 
Imagine Housing has designated certain replacement and operating reserves for repairs and 
operating deficits at its properties. Also, Imagine Housing has established organizational 
reserves that can be made available for operating deficits, predevelopment costs to grow its 
ability to develop more affordable apartment homes, capital improvements to sustain the 
longevity of its current 15 properties, and expanded supportive services to residents to 
transform the lives of youth, adults, veterans, and seniors.  
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NOTE 16 RESTRICTIONS/LIMITATIONS ON NET ASSETS (CONTINUED) 

Changes in net assets of the board-designated fund consist of the following for the years 
ended December 31: 
 

Property Property
Replacement Operating Organizational

Reserves Reserves Reserves Total

Balance, January 1, 2020 513,385$       341,779$       2,566,973$    3,422,137$    

Deposits and Interest 30,100           13,091           129,697         172,888         
    Acquisition of Chalet Apts. (233,988)        -                     -                     (233,988)        

Transfer from Undesignated -                     -                     (550,892)        (550,892)        

Balance, December 31, 2020 309,497         354,870         2,145,778      2,810,145      

Deposits and Interest 20,066           13,383           21,209           54,658           
Withdrawals (116,617)        (20,005)          -                     (136,622)        
Transfer to Undesignated -                     -                     (155,267)        (155,267)        

Balance, December 31, 2021 212,946$       348,248$       2,011,720$    2,572,914$     
 
Net Assets with Donor Restrictions 
Net assets with donor restrictions are available for the following purpose or periods: 
 

2021 2020
Supportive Services 111,611$         63,219$           
Asset Management - Capital Improvements -                       40,000             
Rent Assistance -                       17,974             
Donation Restricted for Future Periods (Note 4) 70,769             77,225             
Land Lease (Note 5) 335,000           335,000           

Total 517,380$         533,418$          
 
 

NOTE 17 CONSTRUCTION IN PROGRESS 

At December 31, the construction in progress account consisted of the following project and 
its related costs: 
 

2021 2020
Samma Senior Apartments 1,480,267$      557,765$          
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NOTE 18 SUBSEQUENT EVENTS 

The Organization has evaluated subsequent events through July 26, 2022, which is the date 
the financial statements were available to be issued, and has determined that there are no 
subsequent events that require recognition or additional disclosure. 
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Account
Number

ASSETS

CURRENT ASSETS
1120 Cash - Operations 2,555,347$      
1121 Cash - Construction 26,199             

1130 Tenant Receivable 53,794             
1130N Net Tenant Receivable 53,794             

1140 Accounts Receivable - Operations 219,680           
1145 Accounts Receivable - Entity 569,623           
1200 Prepaid Expenses and Deposits 187,572           

1100T Total Current Assets 3,612,215        

1191 TENANT DEPOSITS HELD IN TRUST 109,283           

1330 OTHER RESERVES - OPERATING AND BOARD-DESIGNATED 7,591,889        

BUILDINGS AND EQUIPMENT
1410 Land 17,175,239      
1420 Buildings 26,851,385      
1460 Furnishings 1,105,187        
1465 Office Furniture and Equipment 103,396           
1490 Leasehold Improvements 18,704             

1400T Total Fixed Assets 45,253,911      
1495 Accumulated Depreciation (13,184,657)     

1400N Net Fixed Assets 32,069,254      

OTHER ASSETS
1515 Investments - Entity 770,904           
1520 Deferred Financing Costs, Net 65,559             
1590 Due from Limited Partnerships and Limited Liability Companies 216,775           
1590 Construction in Progress 1,480,267        
1590 Miscellaneous Other Assets 30,000             
1593 Beneficial Interest in Lead Trust 63,269             

1500T Total Other Assets 2,626,774        

1000T Total Assets 46,009,415$    
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Account
Number

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
2110 Accounts Payable - Operations 246,957$         
2111 Accounts Payable - Construction/Development 72,565             
2113 Accounts Payable - Entity 30,015             
2120 Accrued Wages Payable 48,429             
2131 Accrued Interest Payable 4,237               
2170 Mortgages Payable - Short Term 1,618,617        
2210 Prepaid Rent 80,945             

2122T Total Current Liabilities 2,101,765        

2191 TENANT DEPOSITS HELD IN TRUST 109,044           

LONG-TERM LIABILITIES
2320 Mortgages or Notes Payable 25,175,664      
2330 Interest on Loans or Notes Payable (Long Term) 30,189             
2340 Debt Issuance Costs, Net (389,674)          

2300T Total Long-Term Liabilities 24,816,179      

2000T Total Liabilities 27,026,988      

NET ASSETS
3131 Net Assets Without Donor Restrictions 18,465,047      
3132 Net Assets with Donor Restrictions 517,380           
3130 Total Net Assets 18,982,427      

2033T Total Liabilities and Net Assets 46,009,415$    
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Net Assets Net Assets

Account Without Donor With Donor
Number Restrictions Restrictions Total

REVENUE
5120 Rent Revenue - Gross Potential 2,345,788$       -$                     2,345,788$       
5121 Tenant Assistance Payments 1,977,334         -                       1,977,334         

5100T Total Rent Revenue 4,323,122         -                       4,323,122         

5220 Vacancy (60,552)            -                       (60,552)            
5250 Rental Concessions (40,532)            -                       (40,532)            

5200T Total Vacancies (101,084)          -                       (101,084)          

5152N Net Rental Revenue 4,222,038         -                       4,222,038         

5410 Financial Revenue - Project Operations 4,756                -                       4,756                
5400T Total Financial Revenue 4,756                -                       4,756                

5910 Laundry and Vending Revenue 13,051              -                       13,051              
5920 Tenant Charges 5,252                -                       5,252                
5970 Gifts and Contributions 1,428,291         392,547            1,820,838         
5960 Expiration of Gift Donor Restrictions 368,585            (368,585)          -                       
5990 Miscellaneous 447,462            -                       447,462            

5900T Total Other Revenue 2,262,641         23,962              2,286,603         

5000T Total Revenue 6,489,435         23,962              6,513,397         

EXPENSES
6210 Advertising and Marketing 14,112              -                       14,112              
6250 Other Renting Expense 24,899              -                       24,899              
6310 Office Salaries 1,796,099         -                       1,796,099         
6311 Office Expenses 240,469            -                       240,469            
6320 Property Management Fee 170,785            -                       170,785            
6330 Manager Salaries 351,572            -                       351,572            
6340 Legal Expense - Project 40,307              -                       40,307              
6350 Audit Expense 52,016              -                       52,016              
6370 Bad Debts 15,101              -                       15,101              
6390 Miscellaneous Administrative Expense 279,750            -                       279,750            

6263T Total Administrative Expenses 2,985,110         -                       2,985,110         

6450 Electricity 130,900            -                       130,900            
6451 Water 198,664            -                       198,664            
6452 Gas 5,184                -                       5,184                
6453 Sewer 206,914            -                       206,914            

6400T Total Utilities Expense 541,662            -                       541,662            
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Net Assets Net Assets

Account Without Donor With Donor
Number Restrictions Restrictions Total

EXPENSES (CONTINUED)
6510 Maintenance Payroll 316,881$          -$                     316,881$          
6515 Supplies (Janitor) 601,345            -                       601,345            
6520 Contracts (Repairs and Maintenance) 260,579            -                       260,579            
6525 Garbage and Trash Removal 120,340            -                       120,340            
6530 Security Payroll/Contract 153,688            -                       153,688            

6500T Total Operating and Maintenance Expense 1,452,833         -                       1,452,833         

6710 Property Taxes 90,733              -                       90,733              
6711 Payroll Taxes (Projects Share) 235,329            -                       235,329            
6720 Property and Liability Insurance (Hazard) 207,691            -                       207,691            
6722 Workmen's Compensation 11,038              -                       11,038              
6723 Health Insurance and Other Employee Benefits 273,692            -                       273,692            
6790 Miscellaneous Taxes, Licenses, Permits, and

  Insurance 10,058              -                       10,058              
6700T Total Taxes and Insurance 828,541            -                       828,541            

6820 Interest on First Mortgage 306,919            -                       306,919            
6830 Interest: Amortization of Debt Issuance Costs 12,813              -                       12,813              
6890 Lease Expenses 128,861            -                       128,861            

6800T Total Financial Expenses 448,593            -                       448,593            

6000T Total Cost of Operations Before
  Amortization and Depreciation 6,256,739         -                       6,256,739         

5060T Profit (Loss) Before Depreciation and 
  Amortization 232,696            23,962              256,658            

6600 Depreciation 881,786            -                       881,786            
6610 Amortization 3,333                -                       3,333                

5060N Operating Profit or (Loss) (652,423)          23,962              (628,461)          

7105 Capital Grants and Contributions 70,000              (40,000)            30,000              
7190 Gain on Release of Loan Obligation 619,077            -                       619,077            
7190 Other Expenses (145,402)          -                       (145,402)          

7100T Net Entity Expenses 543,675            (40,000)            503,675            

3250 CHANGE IN NET ASSETS FROM OPERATIONS (108,748)          (16,038)            (124,786)          

S1100-050 Net Assets - Beginning of Year 18,573,795       533,418            19,107,213       

3130 NET ASSETS - END OF YEAR 18,465,047$     517,380$          18,982,427$     
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Account
Number

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts:

S1200-010 Rental Receipts 4,343,490$      
S1200-020 Interest Receipts 4,756               
S1200-025 Gifts 1,723,790        
S1200-030 Other Operating Receipts 444,365           
S1200-035 Entity/Construction Receipts 16,049             
S1200-040 Total Receipts 6,532,450        

S1200-050 Administrative Expenditures (738,626)          
S1200-070 Management Fees (171,816)          
S1200-090 Utilities (488,291)          
S1200-100 Salaries and Wages (2,442,134)       
S1200-110 Operating and Maintenance (1,208,655)       
S1200-115 Lease Payments (131,517)          
S1200-120 Real Estate Taxes (90,733)            
S1200-140 Property Insurance (219,027)          
S1200-150 Miscellaneous Taxes and Insurance (530,479)          
S1200-160 Tenant Security Deposits (641)                 
S1200-170 Other Operating Expenses (3,899)              
S1200-180 Interest on Mortgages Payable (322,788)          
S1200-225 Entity Disbursements (135,031)          
S1200-230 Total Disbursements (6,483,637)       

S1200-240 Net Cash Used by Operating Activities 48,813             

CASH FLOWS FROM INVESTING ACTIVITIES
S1200-255 Net Withdrawals from (Deposits to) Other Reserves (3,775,375)       
S1200-330 Net Purchase of Fixed Assets (196,643)          
S1200-340 Due from Limited Partnerships and Limited Liability Companies 542,150           
S1200-340 Investment in Partnerships and Limited Liability Companies, Net (471,416)          
S1200-345 Entity/Construction Investing Activities (849,937)          
S1200-350 Net Cash Used by Investing Activities (4,751,221)       

CASH FLOWS FROM FINANCING ACTIVITIES
S1200-365 Proceeds from Mortgages, Loans, or Notes Payable 9,197,825        
S1200-370 Principal Payments on Mortgages Payable (4,538,593)       
S1200-455 Entity/Construction Financing Activities (8,872)              
S1200-460 Net Cash Provided by Financing Activities 4,650,360        

S1200-470 NET DECREASE IN CASH AND CASH EQUIVALENTS (52,048)            

S1200-480 Cash and Cash Equivalents - Beginning of Year 2,633,594        

S1200T CASH AND CASH EQUIVALENTS - END OF YEAR 2,581,546$      
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Assistance Contract Amounts

Listing Identifying Awarded to Federal
Federal Grantor / Pass-Through Grantor / Program or Cluster Title Number Number Subrecipients Expenditures

U.S. Department of Housing and Urban Development
Community Development Block Grants/Entitlement Grants

Passed through King County:
Grace Place 14.218 26120E -$                        47,793$              
Grace Place 14.218 D26124E/F -                          65,207                
Terrace Hill Apartments 14.218 D26707E/F -                          350,647              
Andrew's Glen 14.218 D37860D/H/I -                          997,388              

Passed through the City of Bellevue:
Terrace Hill Apartments 14.218 None -                          24,110                
Chalet Apartments 14.218 None -                          50,000                
Grace Place 14.218 None -                          150,000              
Highland Gardens 14.218 None -                          143,050              

Total Community Development Block Grants/Entitlement Grants -                          1,828,195           

HOME Investment Partnerships Program
Passed through State of Washington Department of Commerce:

Highland Gardens 14.239 95-419-4A -                          500,000              

Passed through King County:
Andrew's Heights 14.239 D05659D -                          445,000              
Chalet Apartments 14.239 D33072D -                          626,350              
Terrace Hill Apartments 14.239 D26124D -                          526,635              
Andrew's Glen 14.239 D37860E/G -                          1,353,712           
Highland Gardens 14.239 D22106D -                          950,000              

Total HOME Investment Partnerships Program -                          4,401,697           

Section 8 Housing Assistance Payments Program
Passed through Contract Management Services:

Grace Place 14.195 WA190004002 -                          1,006,787           
Kirkland Plaza 14.195 WA190004013 -                          477,285              

Total Section 8 Housing Assistance Payments Program -                          1,484,072           

Total U.S. Department of Housing and Urban Development -                          7,713,964            
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Assistance Contract Amounts

Listing Identifying Awarded to Federal
Federal Grantor / Pass-Through Grantor / Program or Cluster Title Number Number Subrecipients Expenditures

U.S. Department of Veterans Affairs
VA Homeless Providers Grant and Per Diem Program

Direct Funding:
Per Diem Funding - Andrew's Glen 64.024 10-753-WA -$                        292,547$            

Total U.S. Department of Veterans Affairs -                          292,547              

U.S. Department of Treasury
Coronavirus Relief Fund

Passed through King County:
COVID-19 - Eviction Prevention and Rent Assistance Program 21.019 None -                          583,284              

Total Coronavirus Relief Fund -                          583,284              

Coronavirus State and Local Fiscal Recovery Funds
COVID-19 - Passed through City of Bellevue 21.027 None -                          55,423                
COVID-19 - Passed through City of Kirkland 21.027 None -                          11,179                

Total Coronavirus State and Local Fiscal Recovery Funds -                          66,602                

Total U.S. Department of Treasury 649,886              

Total Federal Expenditures -$                        8,656,397$         
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NOTE A BASIS OF PRESENTATION 

The accompanying schedule of expenditures of federal awards (the Schedule) presents the 
federal grant activity of Imagine Housing and Affiliates, under programs of the federal 
government for the year ended December 31, 2021. The information in this schedule is 
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations 
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit 
Requirements for Federal Awards. Therefore, some amounts presented in this schedule 
may differ from amounts presented in, or used in the preparation of, the basic financial 
statements. 
 
 

NOTE B 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 for all awards with the exception of Assistance Listing 21.019, which follows 
criteria determined by the Department of Treasury for allowability of costs. Under these 
principles, certain types of expenditures are not allowable or are limited as to 
reimbursement. Pass-through entity identifying numbers are presented where available. 
Imagine Housing and Affiliates elected to use the 10 percent de minimis indirect cost rate for 
federal awards made on or after December 26, 2014, and for funding increments (additional 
funding on existing awards) with modified terms and conditions that are awarded on or after 
that date. 
 
 

NOTE C SUBRECIPIENTS 

Of the federal expenditures presented in the Schedule, Imagine Housing and Affiliates 
provided none of the federal awards to subrecipients. 
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NOTE D LOANS AND GRANTS WITH CONTINUING COMPLIANCE REQUIREMENTS 

Imagine Housing and Affiliates received the following funding through loans. Loan 
documents require compliance with program regulations until the maturity date of the loan. 
Compounded interest, if applicable, is not included in the outstanding loan balances on the 
schedule of federal expenditures. The loan balances outstanding at December 31, 2021, are 
included in the accompanying schedule of expenditures of federal awards and are as 
follows: 
 

Loan Maturity Outstanding
Number Date Loan Balance

U. S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT
Community Development Block

Grants/Entitlement Grants:
Passed through King County:

Grace Place 26120E 9/1/2049 -$                  
D26124E/F 9/1/2050 -                    

Terrace Hill Apartments D26707E/F 4/30/2049 350,647        
Andrew’s Glen D37860D/H 6/30/2061 647,388        

D37860I 6/30/2061 350,000        

Passed through City of Bellevue:
Terrace Hill Apartments None 4/30/2049 24,110          
Chalet Apartments None 6/1/2034 50,000          
Grace Place None 6/1/2050 -                    
Highland Gardens None 3/10/2058 143,050        

HOME Investment Partnerships Program:
Passed through State of Washington:
   Department of Commerce

Highland Gardens 95-419-4A 3/10/2058 500,000        
Passed through King County:

Andrew’s Heights D05659D 9/20/2034 445,000        
Chalet Apartments D33072D 12/31/2054 626,350        
Terrace Hill Apartments D26124D 4/30/2049 526,635        
Andrew’s Glen D37860E/G 6/30/2061 1,353,712     
Highland Gardens D22106D 12/15/2045 950,000        

Total 5,966,892$   
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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 
Imagine Housing and Affiliates 
Kirkland, Washington 
 
 
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 consolidated financial statements of 
Imagine Housing and Affiliates, which comprise the consolidated statement of financial position as of 
December 31, 2021, the related consolidated statements of activities, functional expenses and cash 
flows for the year then ended, and the related notes to the consolidated financial statements, and have 
issued our report thereon dated July 26, 2022. 
 
Report on Internal Control Over Financial Reporting 
In planning and performing our audit of the consolidated financial statements, we considered Imagine 
Housing and Affiliates' internal control over financial reporting (internal control) as a basis for designing 
audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion on 
the consolidated financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of Imagine Housing and Affiliates’ internal control. Accordingly, we do not express an 
opinion on the effectiveness of Imagine Housing and Affiliates’ 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 or significant deficiencies may exist that have not been identified. 
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Report on Compliance and Other Matters 
As part of obtaining reasonable assurance about whether Imagine Housing and Affiliates' consolidated 
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. 

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 Imagine 
Housing and Affiliates’ internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering Imagine Housing and 
Affiliates’ internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

CliftonLarsonAllen LLP 

Bellevue, Washington 
July 26, 2022 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH  
MAJOR FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL 

OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 

Board of Directors 
Imagine Housing and Affiliates 
Kirkland, Washington 

Report on Compliance for Each Major Federal Program 
Opinion on Each Major Federal Program 
We have audited Imagine Housing and Affiliates’ compliance with the types of compliance requirements 
identified as subject to audit in the OMB Compliance Supplement that could have a direct and material 
effect on each of Imagine Housing and Affiliates’ major federal programs for the year ended December 
31, 2021. Imagine Housing and Affiliates’ major federal programs are identified in the summary of 
auditor’s results section of the accompanying schedule of findings and questioned costs. 

In our opinion, Imagine Housing and Affiliates complied, in all material respects, with the 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, 2021. 

Basis for Opinion on Each Major Federal Program 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America (GAAS); 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). Our responsibilities under 
those standards and the Uniform Guidance are further described in the Auditors’ Responsibilities for the 
Audit of Compliance section of our report. 

We are required to be independent of Imagine Housing and Affiliates and to meet our other ethical 
responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe that 
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on 
compliance for each major federal program. Our audit does not provide a legal determination of 
Imagine Housing and Affiliates’ compliance with the compliance requirements referred to above. 

Responsibilities of Management for Compliance 
Management is responsible for compliance with the requirements referred to above and for the design, 
implementation, and maintenance of effective internal control over compliance with the requirements of 
laws, statutes, regulations, rules and provisions of contracts or grant agreements applicable to Imagine 
Housing and Affiliates’ federal programs. 
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Auditors’ Responsibilities for the Audit of Compliance 
Our objectives are to obtain reasonable assurance about whether material noncompliance with the 
compliance requirements referred to above occurred, whether due to fraud or error, and express an 
opinion on Imagine Housing and Affiliates’ compliance based on our audit. Reasonable assurance is a 
high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit 
conducted in accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will 
always detect material noncompliance when it exists. The risk of not detecting material noncompliance 
resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the override of internal control. Noncompliance with the 
compliance requirements referred to above is considered material if there is a substantial likelihood 
that, individually or in the aggregate, it would influence the judgment made by a reasonable user of the 
report on compliance about Imagine Housing and Affiliates’ compliance with the requirements of each 
major federal program as a whole. 
 
In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform 
Guidance, we: 
 

• exercise professional judgment and maintain professional skepticism throughout the audit. 
 

• identify and assess the risks of material noncompliance, whether due to fraud or error, and 
design and perform audit procedures responsive to those risks. Such procedures include 
examining, on a test basis, evidence regarding Imagine Housing and Affiliates’ compliance with 
the compliance requirements referred to above and performing such other procedures as we 
considered necessary in the circumstances. 
 

• obtain an understanding of Imagine Housing and Affiliates’ internal control over compliance 
relevant to the audit in order to design audit procedures that are appropriate in the 
circumstances 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 
Imagine Housing and Affiliates’ internal control over compliance. Accordingly, no such opinion is 
expressed. 
 

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in 
internal control over compliance that we identified during the audit. 
 
Report on 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. 
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Our consideration of internal control over compliance was for the limited purpose described in the 
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all 
deficiencies in internal control over compliance that might be material weaknesses or significant 
deficiencies in internal control over compliance. Given these limitations, during our audit we did not 
identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal 
control over compliance may exist that were not identified. 

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal 
control over compliance. Accordingly, no such opinion is expressed. 

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. 

CliftonLarsonAllen LLP 

Bellevue, Washington 
July 26, 2022 
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Section I – Summary of Auditors’ Results 

 
Financial Statements 
The auditors’ report expresses an unmodified opinion on the consolidated financial statements of 
Imagine Housing and Affiliates. 
 
Internal control over financial reporting: 
 

• Material weaknesses identified:   Yes  X No 
 

• Significant deficiencies identified that 
 are not considered to be material weaknesses:       Yes  X None reported 
 
Noncompliance material to financial 
statements noted:   Yes  X No 
 
Federal Awards 
Internal control over major program: 

 
• Material weaknesses identified:   Yes  X No 

 
• Significant deficiencies identified that 

  are not considered to be material weaknesses:   Yes  X None reported 
 

The auditors’ report on compliance for the major federal programs for Imagine Housing and Affiliates 
expresses an unmodified opinion for each of the major federal programs. 
 
Any audit findings disclosed that are required to be  
reported in accordance with section 2 CFR  
200.516(a)?   Yes  X No 
 
Identification of major programs: 
 
Assistance Listing Number Name of Federal Program or Cluster 
 
14.218  Community Development Block Entitlement Grants 
 
Dollar threshold used to distinguish between type A 
and type B programs: $750,000 
 
Auditee qualified as a 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 – Federal Award Findings and Questioned Costs 
 
No matters related to federal awards were reported. 
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