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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
La Cocina
San Francisco, California

We have audited the accompanying financial statements of La Cocina (a California nonprofit
corporation) (the ''Organization''), which comprise the statement of financial position as of June 30, 2019,
and the related statements of activities, functional expenses, and cash flows for the year then ended and
the related notes to the financial statements.

Management's Responsibility for the Financial Statements

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

Auditor's Responsibility

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

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

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

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of La Cocina as of June 30, 2019, and the changes in its net assets and its cash flows
for the year then ended in accordance with accounting principles generally accepted in the United States
of America.
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Change in Accounting Principle

As described in Note 2 to the financial statements, the Organization has adopted ASU 2016-14,
Presentation of Financial Statements of Not-for-Profit Entities.  Our opinion is not modified with respect
to that matter.

Emphasis of Matter

As discussed in Note 7 to the financial statements, on March 11, 2020, the World Health Organization
declared the novel strain of coronavirus (COVID-19) a global pandemic and recommended containment
and mitigation measures worldwide.  The ultimate financial impact and duration of these events cannot
be reasonably estimated at this time.  Our opinion is not modified with respect to that matter.

Report on Summarized Comparative Information

We have previously audited La Cocina's 2018 financial statements, and our report dated
September 24, 2019 expressed an unmodified opinion on those audited financial statements.  In our
opinion, the summarized comparative information presented herein as of and for the year ended June 30,
2018, is consistent, in all material respects, except for being updated for any effects of ASU 2016-
14, with the audited financial statements from which it has been derived.

ArmaninoLLP

San Francisco, California

April 8, 2021
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La Cocina
Statement of Financial Position

June 30, 2019
(With Comparative Totals for 2018)

2019 2018

ASSETS

Current assets
Cash and cash equivalents $ 4,192,048 $ 1,557,054
Contributions receivable, net 318,956 125,363
Accounts receivable, net 193,750 432,478
Prepaid expenses and other current assets 16,852 37,049
Inventory 20,995 9,181

Total current assets 4,742,601 2,161,125

Property and equipment, net 1,179,437 316,538

Total assets $ 5,922,038 $ 2,477,663

LIABILITIES AND NET ASSETS

Current liabilities
Accounts payable and accrued expenses $ 784,901 $ 98,293
Deferred revenue 63,750 58,875
Deferred rent 1,808 3,498

Total current liabilities 850,459 160,666

Net assets
Without donor restrictions 4,008,571 1,760,495
With donor restrictions 1,063,008 556,502

Total net assets 5,071,579 2,316,997

Total liabilities and net assets $ 5,922,038 $ 2,477,663

The accompanying notes are an integral part of these financial statements.
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La Cocina
Statement of Activities

For the Year Ended June 30, 2019
(With Comparative Totals for 2018)

Without
Donor

Restrictions
With Donor
Restrictions

2019
Total

2018
Total

Revenues, gains, and other support
Contributions $ 2,430,070 $ 1,846,406 $ 4,276,476 $ 1,415,144
Retail sales 877,999 - 877,999 852,716
Event sales 480,720 - 480,720 415,699
In-kind donations 53,656 - 53,656 332,673
Program sales 369,878 - 369,878 302,814
Miscellaneous revenue 40,824 - 40,824 2,739
Interest income 3,925 - 3,925 1,007
Net assets released from restriction 1,339,900 (1,339,900) - -

Total revenues, gains, and other support 5,596,972 506,506 6,103,478 3,322,792

Functional expenses
Program services 2,530,266 - 2,530,266 2,385,848
Support services

Management and general 660,251 - 660,251 588,153
Fundraising 158,379 - 158,379 153,801

Total support services 818,630 - 818,630 741,954
Total functional expenses 3,348,896 - 3,348,896 3,127,802

Loss on disposal of property and equipment - - - (8,097)

Change in net assets 2,248,076 506,506 2,754,582 186,893

Net assets, beginning of year 1,760,495 556,502 2,316,997 2,130,104

Net assets, end of year $ 4,008,571 $ 1,063,008 $ 5,071,579 $ 2,316,997

The accompanying notes are an integral part of these financial statements.
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La Cocina
Statement of Functional Expenses
For the Year Ended June 30, 2019

(With Comparative Totals for 2018)

Business
Incubator Retail Events 

Other
Programs

Municipal
Marketplace Cookbook Concessions

Total
Program
Services

Management
and General Fundraising

2019
Total

2018
Total

Program cost of sales $ 510 $ 663,083 $ 5,407 $ 4,538 $ 119 $ 10,879 $ 349 $ 684,885 $ 134 $ 567 $ 685,586 $
Event cost of sales - 4,023 147,668 13,372 157 3,843 6,340 175,403 45 1,475 176,923 268,901
Retail cost of sales 73,457 1,863 44 14,802 607 - 12,958 103,731 2,669 1,087 107,487 684,570
Cart cost of sales - - - - - - - - - - -
Salaries and wages 575,882 102,597 135,129 2,527 181,923 - - 998,058 221,834 90,341 1,310,233 1,191,323
Professional services 2,650 2,760 85,075 - 1,200 - - 91,685 24,676 24,622 140,983 329,847
Legal fees 400 - - 9,349 - - - 9,749 36,156 - 45,905
Travel 3,500 4,754 6,295 16,820 7,263 9,790 620 49,042 11,458 2,730 63,230
Accounting fees - - - - - - - - 84,175 - 84,175
Information technology 6,989 5,547 1,904 604 109 - 260 15,413 21,431 10,645 47,489
Bad debt expense - - - - - - - - 147,264 - 147,264 118,672
Office expenses 5,283 11,191 39,481 8,648 4,267 2,633 338 71,841 30,428 8,894 111,163
Utilities 81,540 - - - - - 1,769 83,309 7,038 - 90,347
Miscellaneous 3,472 3,699 41,730 3,178 1,406 1,461 1,619 56,565 26,184 4,833 87,582 118,672
Insurance 5,886 2,491 1,175 - - - - 9,552 4,654 1,181 15,387 110,318
Property taxes - - - - - - - - 5,536 - 5,536
Rent 16,736 21,099 5,191 7,177 1,945 - 59,306 111,454 15,854 3,403 130,711 146,570
Depreciation and amortization 42,874 18,144 8,561 - - - - 69,579 20,715 8,601 98,895

$ 819,179 $ 841,251 $ 477,660 $ 81,015 $ 198,996 $ 28,606 $ 83,559 $ 2,530,266 $ 660,251 $ 158,379 $ 3,348,896 $ 3,565,465

The accompanying notes are an integral part of these financial statements.
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La Cocina
Statement of Cash Flows

For the Year Ended June 30, 2019
(With Comparative Totals for 2018)

2019 2018

Cash flows from operating activities
Change in net assets $ 2,754,582 $ 186,893
Adjustments to reconcile change in net assets to net cash

provided by (used in) operating activities
Depreciation and amortization 98,895 66,296
Loss on disposal of property and equipment - 8,097
Property and equipment received through donations - (234,707)
Changes in operating assets and liabilities

Accounts receivable, net 238,728 (62,308)
Contributions receivable, net (193,593) (125,363)
Prepaid expenses and other current assets 20,197 (23,922)
Inventory (11,814) (9,181)
Accounts payable and accrued expenses 309,520 30,860
Deferred revenue 4,875 58,875
Deferred rent (1,690) 3,498

Net cash provided by (used in) operating activities 3,219,700 (100,962)

Cash flows from investing activities
Purchase of property and equipment (584,706) (3,786)

Net cash used in investing activities (584,706) (3,786)

Net increase (decrease) in cash and cash equivalents 2,634,994 (104,748)

Cash and cash equivalents, beginning of year 1,557,054 1,661,802

Cash and cash equivalents, end of year $ 4,192,048 $ 1,557,054

Supplemental schedule of noncash investing and financing activities

Construction in progress included in accounts payable $ 377,088 $ 1

The accompanying notes are an integral part of these financial statements.
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La Cocina
Notes to Financial Statements

June 30, 2019

1. NATURE OF OPERATIONS

La Cocina (the "Organization") is a nonprofit organization formed to cultivate low-income food
entrepreneurs as they formalize and grow their businesses by providing affordable commercial
kitchen space, industry-specific technical assistance and access to market and capital
opportunities. The Organization primarily serves women from communities of color and
immigrant communities. The Organization's vision is that entrepreneurs will become
economically self-sufficient and contribute to a vibrant economy doing what they love to do.

La Cocina is a home for 120 up-and-coming businesses and a growing roster of graduates,
representing all aspects of local food from gourmet catering to specialty product to farmer's
market stands. As a testament to their quality, the businesses of La Cocina sell their products
locally, regionally, nationally, and internationally. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting and financial statement presentation

The financial statements are prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America ("GAAP").

Financial accounting standards require nonprofit organizations to classify net assets in the
accompanying statement of financial position and statement of activities in two classes of net
assets based on the existence or absence of donor imposed restrictions.

 Net assets without donor restrictions - Net assets available for use in general operations and

not subject to donor-imposed restrictions. The Organization's governing board may designate

net assets without restriction for specific purposes.

 Net assets with donor restrictions - Net assets subject to stipulations imposed by donors and

grantors.  Some donor restrictions are temporary in nature, such as those that will be met by

the passage of time or other events specified by the donor.  Other donor-imposed restrictions

are perpetual in nature, whereby the donor has stipulated the funds be maintained in

perpetuity. As of June 30, 2019, there were no net assets restricted in perpetuity.

Revenues are reported as increases in net assets without donor restriction unless use of the
related assets is limited by donor-imposed restrictions. Expenses are reported as decreases in net
assets without donor restrictions. Gains and losses on assets and liabilities are reported as
increases or decreases in net assets without donor restrictions unless their use is restricted by
explicit donor restriction or by law. Expirations of restrictions on net assets (i.e., the donor-
stipulated purpose has been fulfilled and/or the stipulated time period has elapsed) are reported
as transfers between the applicable classes of net assets. Contributions with donor-imposed
restrictions whose restrictions are satisfied in the same reporting period as received are reported
as net assets without donor restrictions. Investment income (e.g. interest and dividends and
realized and unrealized gains) with donor-imposed restrictions that are met in the same year as
earned are also reported as net assets without donor restrictions.
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La Cocina
Notes to Financial Statements

June 30, 2019

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and cash equivalents

Cash and cash equivalents consist of highly liquid investments with an initial maturity of three
months or less.

Accounts receivable, net

Accounts receivable consist of amounts due from events, retail, rental fees, and program sales.
Accounts receivable are stated at the amount management expects to collect from outstanding
balances. An allowance for doubtful accounts is maintained, based on past experiences and other
known circumstances. Account balances are charged off against the allowance for doubtful
accounts after all means of collections have been exhausted and the potential for recovery is
considered remote.  As of June 30, 2019, the allowance for doubtful accounts was $187,724.

Concentration of credit risk

The Organization maintains the majority of its cash deposits with two financial institutions. Such
amounts may at times exceed federally insured limits. To date, the Organization has not
experienced any losses in these accounts.

Accounts receivable consist primarily of unsecured amounts due from customers.  As of June 30,
2019, approximately 13% of accounts receivable was from one company.

Revenue consists primarily of contributions, retail sales, event sales, and program sales. During
the year ended June 30, 2019, one donor consisted of approximately 24% of the Organization's
revenue. 

Property and equipment

The Organization capitalizes additions of property and equipment on the date of acquisition with
a cost in excess of $500 or at fair value, if donated.

Depreciation and amortization of property and equipment is computed using the straight-line
method over the following estimated useful lives:

Leasehold improvements
5 to 7 years or the remaining lease

term
Furniture and fixtures 7 years

Vehicles 7 years
Computer equipment 3 to 5 years
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La Cocina
Notes to Financial Statements

June 30, 2019

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Inventories

Inventories consist of gift food boxes, cookbooks, and catering supplies and are stated at the
lower of cost or market. 

Revenue recognition and deferred revenue

Contributions are recognized as revenue when the donor makes an unconditional promise to give.
Unconditional promises to give are recognized as revenue and receivables in the period in which
notification of the promise is received.  Donor-restricted contributions are reported as increases
in net assets with donor restrictions depending on the nature of the restrictions.  When a
restriction expires, net assets with donor-imposed restrictions are reclassified to  net assets
without donor-imposed restrictions and reported in the statement of activities as net assets
released from restrictions.

Retail sales represents sales of gifts boxes, sales conducted at kiosks, and through catering. At
the kiosks, the Organization sells packaged food products from its entrepreneurs and other non-
food items purchased through wholesale.  The Organization purchases products from businesses
to sell gift boxes at various price points.  The Organization charges for shipping when required.
The Organization acts as a catering broker agent to connect their entrepreneurs with outside
catering clients.  In addition to services provided for catering, the Organization charges the
customer a 10% coordination fee.  For larger catering orders, the Organization also manages
staffing and rental equipment.

Event sales represent a fundraising and sales tool for the Organization in which they receive
revenue from ticket sales, sponsorship, and other merchandise sales.  Tickets and sales are
recognized as revenue in the period that the event occurs. Sponsorship sales are recognized over
the period of the agreement.  Merchandise sales are recognized in the period that the sale occurs.

Program sales consist of rental fees, membership dues, and incubator consulting. The
Organization charges its participants a flat monthly rate of $25 for usage of its facility for dry
and cold storage and rental space for kitchen equipment as rental fees and membership dues.
Users pay on an hourly basis for production for usage of the kitchen.  The Organization provides
consulting to other organizations seeking to operate in the same commercial kitchen and
incubator program model.  The Organization recognizes incubator consulting revenue for
services provided and cost of travel if required.

In-kind revenue and support

Non-cash donations are recorded as contributions at the fair value of the gift at the date of
donation.  In-kind revenue and a related expense are recorded at the fair value of those services if
the services create or enhance nonfinancial assets or require specialized skills are performed by
people with those skills, and would otherwise need to be purchased if not donated. In-kind
donations received during the year ended June 30, 2019 amounted to donated services of
$53,656.
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La Cocina
Notes to Financial Statements

June 30, 2019

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Deferred revenue

Deferred revenue arises when customers pay for events or goods in advance. The Organization's
deferred revenue generally results from events which have not yet occurred or goods that have
not been delivered.

Functional expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the consolidated statement of activities.  Accordingly, certain costs have been
allocated among the programs and supporting services based on management's estimates.  The
remaining costs are charged directly to the appropriate functional category.

Income tax status

The Organization has been granted tax-exempt status under Section 501(c)(3) of the Internal
Revenue Code, under Section 1(d) of Title II of the District of Columbia Department of Finance
and Revenue Code, and under Section 23701(d) of the California Revenue and Taxation Code
and generally is not subject to state or federal income taxes.

The Organization reviews and assesses tax positions taken or expected to be taken against the
more-likely-than-not recognition threshold and measurement attributes for recognition in the
financial statements. The Organization's policy for evaluating uncertain tax positions is a two-
step process. The first step is to evaluate the tax position for recognition by determining if the
weight of available evidence indicates that it is more-likely-than-not that the position will be
sustained upon audit, including resolution of related appeals or litigation processes, if any. The
second step is to measure the tax benefit or liability as the largest amount that is more than 50%
likely to be realized or incurred upon settlement. As the Organization is exempt from taxation
under Section 501(c)(3) of the Internal Revenue Code and is generally not subject to federal or
state income taxes, the tax positions taken or expected to be taken by the Organization have not
had a material impact on the financial statements.

Use of estimates

The preparation of the 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 amount of assets and liabilities, and revenue and expenses,
as well as contingent assets and liabilities during the reporting period. Actual results could differ
from those estimates. The key estimates that require significant judgment by management
include the allocation of functional expenses, allowance for doubtful accounts, and useful lives
of property and equipment.
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La Cocina
Notes to Financial Statements

June 30, 2019

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Change in accounting principle

In August 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2016-14, Presentation of Financial Statements of Not-for-Profit Entities. ASU
2016-14 makes certain improvements to current reporting requirements, including:

1. Reducing the classes of net assets from three (unrestricted, temporarily restricted, and
permanently restricted) to two (with donor restrictions and without donor restrictions).

2.  Enhancing disclosures about:

a. Amounts and purposes of governing board designations, appropriations, and similar
actions that result in self-imposed limits on the use of resources without donor-
imposed restrictions.

b. Composition of net assets with donor restrictions and how the restrictions affect the
use of resources.

c. Qualitative information about management of liquid resources and quantitative
information about the availability of liquid resources to meet cash needs for general
expenditures within one year of the statement of financial position date.

d. Amounts of expenses by both their natural classification and their functional
classification in one location as a separate statement or in the notes to the financial
statements.

e. Methods used to allocate costs among program and support functions.

f. Underwater endowment funds.

3. Reporting investment return net of external and direct internal investment expenses.

4. Use, in the absence of explicit donor stipulations, the placed-in-service approach for
reporting expirations of restrictions on gifts of cash or other assets to be used to acquire
or construct a long-lived asset and reclassify any amounts from net assets with donor
restrictions to net assets without donor restrictions for such long-lived assets that have
been placed in service as of the beginning of the period of adoption (thus eliminating the
current option to release the donor-imposed restriction over the estimated useful life of
the acquired asset).

The amendments have been applied on a retrospective basis in 2019.
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La Cocina
Notes to Financial Statements

June 30, 2019

3. PROPERTY AND EQUIPMENT

Property and equipment consisted of the following:

Vehicles $ 300,586
Computer equipment 48,005
Furniture and fixtures 188,705
Leasehold improvements 592,764
Construction in progress - Municipal Marketplace 941,535

2,071,595
Accumulated depreciation and amortization (892,158)

$ 1,179,437

Depreciation and amortization expense for the year ended June 30, 2019  amounted to $98,895.

4. COMMITMENTS AND CONTINGENCIES

The Organization leases facilities for the main business incubator program, retail sales, and cart
sales, expiring in April 2029. Monthly payments range from $1,200 to $2,216. In addition, the
Organization also leases storage space and rental equipment to participants, expiring in May
2019, from June 2019 onwards, the lease has continued on a month-to-month basis.

Future maturities of capital lease obligations are as follows:

Year ending June 30,

2020 $ 28,263
2021 29,685
2022 31,179
2023 32,745
2024 34,386

Thereafter 188,220

$ 344,478

5. NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions consisted of the following:

Municipal marketplace $ 793,086
Time restrictions for future use 219,922

$ 1,013,008
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La Cocina
Notes to Financial Statements

June 30, 2019

5.  NET ASSETS WITH DONOR RESTRICTIONS (continued)

Net assets with donor restrictions released from restriction during the year were as follows:

Municipal marketplace $ 860,150
Business incubator program 339,750
Time restricted 140,000

$ 1,339,900

6. LIQUIDITY AND FUNDS AVAILABLE 

As part of the Organization’s liquidity management, it structures its financial assets to be
available as its general expenditures, liabilities, and other obligations come due.  To meet
liquidity needs, the Organization has cash and cash equivalents available. Accounts receivable
that are considered current will be collected from donors within one year.

The following is a quantitative disclosure which describes assets that are available within one
year of June 30, 2019 to fund general expenditures and other obligations when they become due:

Financial assets
Cash and cash equivalents $ 4,192,048
Contributions receivable, net 318,956
Accounts receivable, net 193,750

4,704,754

Less: amount unavailable for general expenditure within one year
Restricted by donor with time or purpose restrictions (1,013,008)

(1,013,008)

$ 3,691,746

7. SUBSEQUENT EVENTS

On December 1, 2019 the Organization entered into a new loan agreement with Dignity Health
with the ability to draw up to $1,000,000. On March 31, 2020, the Organization drew the full
amount of the loan. The loan bears an interest rate of 3.00% and matures on December 1, 2026.
Proceeds from the loan were used to fund the Municipal Marketplace.
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La Cocina
Notes to Financial Statements

June 30, 2019

7. SUBSEQUENT EVENTS (continued)

On March 11, 2020, the World Health Organization declared the novel strain of coronavirus
(COVID-19) a global pandemic and recommended containment and mitigation measures
worldwide.  The COVID-19 outbreak in the United States has caused business disruption through
mandated and voluntary closings of businesses and shelter in place orders.  In response, the U.S.
Government enacted the Coronavirus Aid, Relief, and Economic Security (CARES) Act, which
includes significant provisions to provide relief and assistance to affected organizations.  While
the disruption is currently expected to be temporary, there is considerable uncertainty around the
duration of the closings and shelter in place orders and the ultimate impact of the CARES Act
and other governmental initiatives.  It is at least reasonably possible that this matter will
negatively impact the Company, however, the financial impact and duration cannot be reasonably
estimated at this time.

On May 4, 2020, the Organization received loan proceeds of $293,596 from a promissory note
issued by Self-Help Federal Credit Union, under the Paycheck Protection Program ("PPP")
which was established under the CARES Act and is administered by the U.S. Small Business
Administration.  The term on the loan is two years and the annual interest rate is 1.00%.
Payments of principal and interest are deferred for the first six months of the loan.  Under the
terms of the CARES Act, PPP loan recipients can apply for and be granted forgiveness for all or
a portion of the loans granted under PPP.  Such forgiveness will be determined based on the use
of the loan proceeds for payroll costs, rent and utility expenses and the maintenance of workforce
and compensation levels with certain limitations.  The Organization believes that it will likely
qualify for substantial forgiveness, but there is uncertainty around the standards and operation of
the PPP, and no assurance is provided that the Company will obtain forgiveness in whole or in
part. 

The Organization has evaluated events subsequent to June 30, 2019, to assess the need for
potential recognition or disclosure in the financial statements. Such events were evaluated
through April 8, 2021 which is the date the financial statements were available to be issued.
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