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1020 19th Street, NW, Suite 800 
Washington, DC 20036 

 

INDEPENDENT AUDITOR’S REPORT 
 
 
To the Board of Directors of 
Teen Kitchen Project 
 
 
Opinion 
 
We have audited the accompanying financial statements of Teen Kitchen Project (a nonprofit 
organization), which comprise the statements of financial position as of June 30, 2025 and 2024, and 
the related 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 financial statements referred to above present fairly, in all material respects, the 
financial position of Teen Kitchen Project as of June 30, 2025 and 2024, and the changes in its net 
assets and its cash flows for the years then ended in accordance with accounting principles generally 
accepted in the United States of America. 
 
Basis for Opinion 
 
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of Teen Kitchen Project 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 Financial Statements 
 
Management is responsible for the preparation and fair presentation of the 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 financial statements that are free from material misstatement, whether due to fraud 
or error. 
 
In preparing the financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about Teen Kitchen 
Project’s ability to continue as a going concern within one year after the date that the financial 
statements are available to be issued. 
 
Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s 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 generally 
accepted 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 financial statements. 
 
In performing an audit in accordance with generally accepted auditing standards, we: 
 

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

 Identify and assess the risks of material misstatement of the 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 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 Teen Kitchen Project’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 financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about Teen Kitchen Project’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. 

 

 
 

HAN GROUP LLC 
Washington, DC 
February 10, 2026 
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 2025  2024 
Assets 
 Cash and cash equivalents $ 540,405  $ 509,280 
 Accounts receivable, net 79,393 248,448 
 Grants and contributions receivable 15,000 20,000 
 Prepaid expenses  18,545 6,086 
 Property and equipment, net 339,127 196,288 
 Right-of-use assets – operating leases 817,263 889,014 
 Security deposit 23,650 23,650 
   
Total assets $ 1,833,383  $ 1,892,766 
    
Liabilities and Net Assets    
Liabilities    
 Accounts payable  $ 53,541  $ 48,730 
 Accrued payroll and benefits 47,858 52,853 
 Deferred revenue  11,554 11,760 
 Note payable 9,721 15,256 
 Operating lease liability 860,359 878,766 
   
Total liabilities 983,033 1,007,365 
   
Net Assets   
 Without donor restrictions 378,874 362,901 
 With donor restrictions  471,476 522,500 
   
Total net assets 850,350 885,401 
   
Total liabilities and net assets $ 1,833,383  $ 1,892,766 
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 2025  2024 

 

Without  
Donor  

Restrictions  
With Donor  
Restrictions  Total  

Without  
Donor  

Restrictions  
With Donor  
Restrictions  Total 

Revenue and Support            
 Contractual services  $ 1,600,544  $ -  $ 1,600,544  $ 1,157,849  $ -  $ 1,157,849 
 Grants and contributions 426,044 321,962 748,006 464,621 582,380 1,047,001 
 Programs and events 79,489 - 79,489 58,564 - 58,564 
 In-kind food donations 46,132 - 46,132 18,867 - 18,867 
 Interest and other income 4,396 - 4,396 3,175 - 3,175 
 Net assets released from restrictions 372,986 (372,986) - 59,880 (59,880) - 
       
Total revenue and support 2,529,591 (51,024) 2,478,567 1,762,956 522,500 2,285,456 
       
Expenses       
 Program services 1,986,888 - 1,986,888 1,505,041 - 1,505,041 
 Supporting services:       
  General and administrative 279,125 - 279,125 180,229 - 180,229 
  Fundraising 247,605 - 247,605 73,910 - 73,910 
       
Total expenses 2,513,618 - 2,513,618 1,759,180 - 1,759,180 
       
Change in Net Assets from Operations 15,973 (51,024) (35,051) 3,776 522,500 526,276 
       
Non-Operating Activities       
 Loss on disposal of property - - - (93,810) - (93,810) 
       
Change in Net Assets  15,973 (51,024) (35,051) (90,034) 522,500 432,466 
       
Net Assets, beginning of year 362,901 522,500 885,401 452,935 - 452,935 
       
Net Assets, end of year $ 378,874  $ 471,476  $ 850,350  $ 362,901  $ 522,500  $ 885,401 
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 2025  2024 

   Supporting Services      Supporting Services   

 

Program  
Services  

General and  
Administrative  Fundraising  Total  

Program  
Services  

General and  
Administrative  Fundraising  Total 

Personnel expenses:                 
 Salaries and wages $ 900,097  $ 48,182  $ 125,780  $ 1,074,059  $ 771,859  $ 36,547  $ 26,283  $ 834,689 
 Benefits 107,030 5,748 14,943 127,721 56,734 2,686 1,932 61,352 
 Payroll taxes 79,347 4,261 11,078 94,686 71,562 3,388 2,437 77,387 
         
Total personnel expenses 1,086,474 58,191 151,801 1,296,466 900,155 42,621 30,652 973,428 
Camp expenses 2,537 - - 2,537 1,610 - - 1,610 
Credit loss expense - 26,900 - 26,900 - 63,744 - 63,744 
Depreciation and amortization 19,820 1,064 2,767 23,651 21,423 1,014 730 23,167 
Insurance 15,327 823 2,140 18,290 12,169 576 415 13,160 
Kitchen space and equipment rental 303,880 10,741 446 315,067 126,473 6,017 - 132,490 
Marketing and outreach 2,868 - 8,952 11,820 - - 5,532 5,532 
Meal preparation costs 505,600 - 14,595 520,195 362,894 - 17,851 380,745 
Office and administration 28,602 53,108 4,016 85,726 29,685 21,149 416 51,250 
Professional fees 7,349 127,523 60,873 195,745 29,815 44,122 17,606 91,543 
Technology and communication 14,431 775 2,015 17,221 20,817 986 708 22,511 
         
Total Expenses $ 1,986,888  $ 279,125  $ 247,605  $ 2,513,618  $ 1,505,041  $ 180,229  $ 73,910  $ 1,759,180 
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 2025  2024 
Cash Flows from Operating Activities 
 Change in net assets $ (35,051)  $ 432,466 
 Adjustments to reconcile change in net assets to 

net cash provided by operating activities:    
  Depreciation and amortization 23,651 23,167 
  Loss on disposal of property - 93,810 
  Change in allowance for credit losses (31,136) 58,036 
  Decrease (increase) in assets:    
   Accounts receivable 200,191 (247,612) 
   Grants and contributions receivable 5,000 (16,989) 
   Prepaid expenses  (12,459) (9,622) 
   Security deposit  - (23,650) 
  Increase (decrease) in liabilities:   
   Accounts payable  4,811 40,294 
   Accrued payroll and benefits  (4,995) 18,263 
   Deferred revenue  (206) 11,760 
   Refundable advances - (94,328) 
     Operating lease assets and liabilities 53,344 - 
   
Net cash provided by operating activities 203,150 285,595 
   
Cash Flows from Investing Activities   
 Cash paid for purchases of property and equipment (166,490) (158,132) 
   
Net cash used in investing activities (166,490) (158,132) 
   
Cash Flows from Financing Activities   
 Cash paid for principal payments on notes payable (5,535) (5,289) 
   
Net cash used in investing activities (5,535) (5,289) 
   
Net Increase in Cash and Cash Equivalents 31,125 122,174 
   
Cash and Cash Equivalents, beginning of year 509,280 387,106 
   
Cash and Cash Equivalents, end of year $ 540,405  $ 509,280 
    
    
    
Supplemental Disclosure for Non-Cash Activities:    
 An operating right-of-use asset for the new kitchen facility in the amount of $860,359 was

recorded with the offset to the lease liability of $860,359 during the year ended June 30, 
2024. 
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1. Nature of Operations 
 
Teen Kitchen Project is a nonprofit organization based in the State of California. It originated 
under the Boomerang Foundation in 2009. The mission of Teen Kitchen Project is building 
healthier, more connected communities by engaging teens and providing nourishing food to 
individuals living with serious illnesses.  
 
Teen Kitchen Project brings young people into a commercial kitchen environment to learn to 
cook delicious and nourishing food. The meals they prepare are packaged and delivered to 
individuals and families who are in crisis due to a life-threatening illness who are located in 
Santa Cruz County, California. The teens gain skills in cooking healthy food, learn about the 
impact of their food choices, and are offered an opportunity to build connections through 
community service.  
 
Teen Kitchen Project funds its program and supporting services primarily through the 
contractual service agreements as well as grants and contributions from corporations, 
foundations, and individuals. The following are the programs of Teen Kitchen Project:  
 

 Medically-Tailored Meals Program – In this program, volunteer and employed teens 
between the ages of 14 – 18 join professional chefs in a commercial kitchen to prepare 
nutritious, medically tailored meals that are delivered to individuals and families 
impacted by illness. During the years ended June 30, 2025 and 2024, approximately 
203,000 and 136,000 meals were delivered to individuals and families in Santa Cruz 
County, and approximately over 1,100 and 1,000 households received medically tailored 
food deliveries including meals, groceries, and produce boxes, respectively. Teen 
Kitchen Project has a contract with a local Medi-Cal Managed Care Plan to provide their 
members with a medically tailored meal benefit. 

 
 Teen Engagement – The meal delivery program also benefits local teens by providing 

them with valuable life skills and the opportunity to give back to their community. 
During the years ending June 30, 2025 and 2024, approximately 175 and 100 teen 
employees and volunteers were engaged in preparing and packaging meals, 
respectively. All teen chefs undergo food safety training, kitchen equipment skills 
training, and an average of 140 hours during the 20-week cohort learning on how to 
prepare healthy food and meals.  

 
 Policy Education – Teen Kitchen Project is a member of the California Food Is Medicine 

Coalition (CalFIMC). Teen Kitchen Project provides education and guidance to 
CalFIMC on the medically tailored nutrition programs, including meals, groceries, 
produce boxes, and nutrition counseling and education. 

 
2. Summary of Significant Accounting Policies  

 
Basis of Accounting 
 
The accompanying financial statements have been prepared on the accrual basis of 
accounting in accordance with accounting principles generally accepted in the United States 
of America (GAAP). Consequently, revenue is recognized when earned and expenses are 
recognized as obligations are incurred. 
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2. Summary of Significant Accounting Policies (continued) 
 
Measure of Operations 
 
The statements of activities report all changes in net assets, including changes in net assets 
from operating and non-operating activities. Operating activities consist of those items 
attributable to the ongoing programs and services. Non-operating activities are limited to 
activities considered to be of a more unusual or non-recurring nature, which includes the loss 
of disposal of property.  
 
Cash and Cash Equivalents 
 
For the purpose of these financial statements, Teen Kitchen Project considers its savings 
accounts and all highly liquid investments to be cash equivalents. 

 
Accounts Receivable and Allowance for Credit Losses 
 
Accounts receivable consists of amounts due to Teen Kitchen Project from contractual 
services. Accounts receivables are carried on the original invoice amounts less an estimated 
allowance for credit losses. The receivables are due under normal terms requiring payment 
within 30 days of the invoice date. 
 
Management evaluates accounts receivable by customers. In estimating expected credit 
losses on accounts receivable, Teen Kitchen Project applies the practical expedient permitted 
under Accounting Standards Codification (ASC) 326, which assumes that current economic 
conditions as of the reporting date will remain constant over the remaining life of the 
receivable. Teen Kitchen Project has elected an accounting policy to consider actual cash 
collections received after year-end through the date the financial statements are available for 
issuance when estimating expected credit losses. Teen Kitchen Project elected the practical 
expedient and the accounting policy and applied them prospectively beginning as of July 1, 
2024. Adoption of the practical expedient did not have a material impact on the financial 
statements. 
 
Since not all claims are initially approved and some may result in reduced receipts depending 
on timing, an allowance for credit losses is recorded each year. Accounts deemed 
uncollectible are charged against the allowance when management concludes that collection 
is unlikely. As of June 30, 2025 and 2024, the allowance for credit losses on accounts 
receivable were estimated to be $26,900 and $58,036, respectively. 
 
Grants and Contributions Receivable  
 
Grants and contributions receivable represent amounts due from Teen Kitchen Project’s 
various donors. The balance of grants and contributions receivable on June 30, 2025 and 
2024 has been deemed by management to be fully collectable within one year and an 
allowance for uncollectible accounts has not been recorded. If an amount becomes 
uncollectable, an allowance is established. 
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2. Summary of Significant Accounting Policies (continued) 
 
Property and Equipment 
 
Property and equipment with a cost basis of $2,500 or more and with a projected useful life 
exceeding one year are capitalized and recorded at cost. Depreciation is computed using the 
straight-line method over the estimated useful life of the related assets. Leasehold 
improvements are amortized over the lesser of their useful lives or the life of the lease. 
Expenditures on minor and routine repairs and maintenance are expensed as incurred. Upon 
retirement or disposal of assets, the cost and accumulated depreciation are eliminated from 
the accounts, and the resulting gain or loss is included as an expense. Costs incurred related 
to construction in progress on the new kitchen facility have been capitalized, and depreciation 
will begin when the site is approved and open for operations. 
 
Leases 
 
Teem Kitchen Project accounts for leases in accordance with Financial Accounting Standards 
Board (FASB) Accounting Standards Codification (ASC) Topic 842, Leases. Teen Kitchen 
Project determines if an arrangement is or contains a lease at contract inception. Teen Kitchen 
Project recognizes a right-of-use (ROU) asset and a lease liability at the lease commencement 
date.  
 
For operating leases, the ROU asset is subsequently measured throughout the lease term at 
the carrying amount of the lease liability, plus initial direct costs, plus (minus) any prepaid 
(accrued) lease payments, less the unamortized balance of lease incentives received. Lease 
expense for lease payments is recognized on a straight-line basis over the lease term. 
 
The ROU assets for operating leases are periodically evaluated for impairment losses. Teen 
Kitchen Project uses the long-lived assets impairment guidance to determine whether an ROU 
asset is impaired, and if so, the amount of the impairment loss to recognize. Teen Kitchen 
Project monitors events or changes in circumstances that would require a reassessment of 
any of its leases. When a reassessment results in the remeasurement of lease liability, a 
corresponding adjustment is made to the carrying amount of the corresponding ROU asset 
unless doing so would reduce the carrying amount of the ROU asset to an amount less than 
zero. In that case, the amount of adjustment that would result in a negative ROU asset balance 
is recorded as a gain or loss. 
 
Teen Kitchen Project elects not to recognize ROU assets and lease liabilities for short-term 
leases that have a lease term of twelve months or less. Teen Kitchen Project recognizes the 
lease payments associated with its short-term leases as an expense on a straight-line basis 
over the lease term. Variable lease payments associated with these leases are recognized and 
presented in the same manner as for all other leases of Teen Kitchen Project. 

 
Teen Kitchen Project made an accounting policy election by class of underlying assets, to 
account for each separate lease component of a contract and its associated non-lease 
components as a single component.  
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2. Summary of Significant Accounting Policies (continued) 
 
Classification of Net Assets 

 
 Net Assets Without Donor Restrictions represent funds that are not subject to donor-

imposed stipulations and are available for support of Teen Kitchen Project’s 
operations.  

 
 Net Assets With Donor Restrictions represent funds subject to donor-imposed 

restrictions. Some donor-imposed restrictions are temporary in nature, such as those 
that will be met by the passage of time or other events specified by the donor. Other 
donor-imposed restrictions are perpetual in nature, where the donor stipulates that 
resources be maintained in perpetuity. Teen Kitchen Project did not have any donor-
imposed restrictions which are perpetual in nature at June 30, 2025 and 2024. 

 
Revenue Recognition 
 
Grants and Contributions 
 
Unconditional grants and contributions are recognized upon receipt or notification of the 
award and are reported as support with donor restrictions if they are received with donor 
stipulations that limit the use of donated assets. Grants and contributions with donor-imposed 
restrictions are reclassified to net assets without donor restrictions when those restrictions are 
met, only to the extent of actual expenses incurred in compliance with the donor-imposed 
restrictions and for the expiration of donor-imposed time restrictions. These reclassifications 
are reported on the accompanying statements of activities as net assets released from 
restrictions. 
 
Grants and contributions that are considered to be conditional contributions, that is, those 
with a measurable performance or other barriers and a right of return, are recognized as 
revenue once the conditions on which they depend have been met. Teen Kitchen Project 
adopted the simultaneous release option for donor-restricted conditional grants and 
contributions that are recognized and used within the same reporting period; therefore, these 
amounts are reported as without donor restrictions. Revenue recognized on grants and 
contributions, but have not been received, is reflected as grants and contributions receivable 
on the accompanying statements of financial position. Conversely, amounts received in 
advance of the conditions being met are recorded as refundable advances on the 
accompanying statements of financial position. As of June 30, 2025 and 2024, unrecognized 
conditional awards totaled $25,000 and $0, respectively. 
 
Exchange transactions revenue 
 
Teen Kitchen Project recognizes contractual services and program and events revenue in 
accordance with ASC Topic 606, Revenue from Contracts with Customers. ASC Topic 606 
provides a five-step model for recognizing revenue: 
 

1. Identify the contract 
2. Identify the performance obligations 
3. Determine the transaction price 
4. Allocate the transaction price to performance obligations 
5. Recognize revenue 
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2. Summary of Significant Accounting Policies (continued) 
 
Revenue Recognition (continued) 

 
Contractual Services 

 
Contractual services consist of amounts earned under a multi-year services agreement with a 
community supports provider to deliver medically tailored meals and/or groceries to eligible 
participants. Under the agreement, services and deliverables are defined in a statement of 
work, and pricing is established based on meal type and allocated per participant for defined 
service periods. Participants are authorized by the community supports provider prior to the 
delivery of services, and each participant is assigned a unique identification number for 
tracking and billing purposes. 

 
Teen Kitchen Project’s performance obligation under the agreement Is the delivery of 
medically tailored meals to authorized participants. The performance obligation consists of a 
series of distinct services that are substantially the same and are satisfied as meals are 
delivered. Revenue is recognized at a point in time, when Teen Kitchen Project satisfies its 
performance obligation by delivering meals to participants in accordance with the approved 
authorization. 

 
The transaction price is determined based on approved meal claims submitted through the 
provider’s billing workflow. Meal deliveries are tracked and supported by delivery confirmation 
records, and claims are subject to review and approval by the community supports provider 
and its third-party billing administrator. Revenue is recognized in the period in which meal 
delivery occurs and the related claims are approved. Amounts not approved are not 
recognized as revenue. Accounts receivable represents approved but unpaid claims at year-
end. Deferred revenue represents amounts received in advance of the delivery of medically 
tailored meals. 

 
As of June 30, 2025 and 2024, receivables related to contractual services totaled $106,293 
and $306,484, respectively, and deferred revenue related to contractual services totaled $0 
and $11,760, respectively. 

 
Programs and Events 

 
Programs and events such are recognized as revenue at the point in time the program or event 
occurs.  The unearned portion of funds received in advance, if any, are reflected in liabilities as 
deferred revenue until the earnings process has been completed. As of June 30, 2025 and 
2024, deferred revenue related to programs and events totaled $11,554 and $0, respectively. 

 
Contributions of Nonfinancial Goods and Services 
 
Contributions of in-kind food donations are recognized as revenue and expenses on the 
accompanying statements of activities and functional expenses at the estimated fair values at 
the date of receipt.  
 
A substantial number of volunteers have donated significant amounts of time to Teen Kitchen 
Project’s programs, which are not included in these financial statements. Donated services are 
recognized as contributions if the services require specialized skills that are performed by 
people with those skills and would have otherwise been purchased by Teen Kitchen Project. 
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2. Summary of Significant Accounting Policies (continued) 
 

Advertising  
 
Teen Kitchen Project uses advertising to promote its programs among the audiences it serves. 
The production costs of advertising are expensed the first time the advertising takes place. 
Advertising is recorded as marketing and outreach on the accompanying statements of 
functional expenses.  
 
Use of Estimates 
 
The preparation of financial statements in conformity with GAAP requires management to 
make estimates and assumptions that affect certain amounts reported on the financial 
statements and accompanying notes. Actual results could differ from those estimates. 
 
Functional Allocation of Expenses 
 
The costs of providing programs and supporting services have been summarized on a 
functional basis on the accompanying statements of activities. The statements of functional 
expenses present expenses by function and natural classification. Teen Kitchen Project incurs 
expenses that directly relate to, and can be assigned to, a specific program or supporting 
activity. Teen Kitchen Project also conducts a number of activities which benefit both its 
program objectives as well as supporting services. These costs, which are not specifically 
attributable to a specific program or supporting activity, are allocated by management on a 
consistent basis among program and supporting services benefited based on either financial 
or nonfinancial data, such as distribution of labor or estimates of time and effort incurred by 
personnel. Expenses that are allocated include personnel expenses, depreciation and 
amortization, insurance, kitchen space and equipment rental, office and administration, 
technology and communications.  

 
3. Property and Equipment 

 
Teen Kitchen Project held the following property and equipment at June 30: 
 

 2025  2024 
    
Furniture and equipment $ 43,530  $ 37,720 
Vehicle 49,975 49,975 
Database software 23,350 23,350 
Construction in progress on leasehold improvements 295,462 134,782 
   
Total property and equipment 412,317 245,827 
Less: accumulated depreciation and amortization (73,190) (49,539) 
   
Property and equipment, net $ 339,127  $ 196,288 

 



TEEN KITCHEN PROJECT 
Notes to Financial Statements 
June 30, 2025 and 2024 
_____________________________________________________________________________________________ 
 
 
 

13 

4. Note Payable 
 
Teen Kitchen Project has a promissory note for a commercial delivery van loan payable due to 
a local bank. The terms of the promissory note include a maturity date of February 25, 2027 
and interest rate of 4.5%.  During the years ended June 30, 2025 and 2024, interest expense 
totaled $573 and $820, respectively, and is included as office and administrative expenses on 
the statement of functional expenses.  
 
Principal payments are due as follows on June 30: 
 

2026 $ 5,786 
2027 3,935 
  
Total principal payments $ 9,721 

 
5. Line of Credit 

 
On August 8, 2024, Teen Kitchen Project entered into a commercial revolving line of credit 
agreement for up to $80,000. The line bears interest at the prime rate as posted daily in the 
money section of the West Coast Edition of the Wall Street Journal. The agreement has a 
maturity date of August 12, 2027. As of June 30, 2025, Teen Kitchen Project did not have an 
outstanding balance on the line of credit.   

 
6. Lease Commitments 

 
On December 18, 2023, Teen Kitchen Project entered into an operating lease agreement to rent 
space in Soquel, California for the purposes of developing the space into a commercial kitchen 
and training facility along with space for administrative, meetings, and events. The lease 
commenced on December 18, 2023; however, the rent payment commencement date is July 1, 
2024. The ten-year lease expires on June 30, 2034. The lease agreement calls for monthly rent 
payments starting at $8,621, with annual rent increases of 3%. As part of the lease agreement, the 
landlord will reimburse Teen Kitchen Project $200,000 for improvements to the space, which is 
expected to be paid within thirty days after the later of (a) the certificate of occupancy or (b) the 
date the space is open to the public for normal business operations. Operating costs for a 
proportionate share of common space areas will be billed annually. On July 22, 2024, a first 
amendment was signed changing the monthly payment terms to provide for a six-month free 
rent period from July 1, 2024 through December 31, 2024. The lease will expire on June 30, 2034, 
although an option to extend for two additional consecutive periods of five years each is available. 
 
The Teen Kitchen Project also leases various other kitchen facilities and refrigerated 
containers under month-to-month agreements. Monthly payments under these 
arrangements range from approximately $1,100 to $9,100. The Teen Kitchen Project expects 
to continue leasing similar spaces under short-term arrangements in the ordinary course of 
operations until completion of the new kitchen facility. Short-term lease expenses are included 
with kitchen space and equipment rental on the accompanying statements of functional 
expenses. 
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6. Lease Commitments (continued) 
 
The following table summarizes the classification of the operating lease liability as of June 30:  
 

 2025  2024 
Lease obligation:    
 Lease obligation, current portion $ 58,371  $ 9,786 
 Lease obligation, net of current portion 801,988 868,980 
   
Total lease obligation $ 860,359  $ 878,766 

 
Based on the first lease amendment, the table below presents the future minimum lease 
payments for the operating lease liability and a reconciliation to the operating lease liability on 
the statement of financial position as of June 30, 2025: 
 

2026 $ 97,780 
2027 109,438 
2028 112,566 
2029 115,788 
2030 119,916 
2031 and thereafter 510,835 
  
Total future minimum lease payments 1,066,323 
Less: imputed interest (205,964) 
  
Present value of future minimum lease payments $ 860,359 

 
The weighted-average remaining lease term for the operating lease as of June 30, 2025 and 
2024 was nine and ten years, respectively. Teen Kitchen Project used the weighted-average 
risk-free borrowing rate of 4.75%, as the discount rate to calculate the present value of future 
lease payments. Teen Kitchen Project will amortize the ROU asset on a straight-line basis. 

 
Lease expense is reported within kitchen space and equipment rental on the accompanying 
statements of functional expenses. Lease expense consists of the following for the years 
ended June 30: 
 

 2025  2024 

    
Operating lease expenses $ 113,692  $ - 
Short-term lease expenses 168,218 98,917 
   
Total lease expense $ 281,910  $ 98,917 
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7. Net Assets With Donor Restrictions 
 
Net assets with donor restrictions were restricted for the following at June 30: 
 

 2025  2024 
Subject to satisfaction of time restrictions:    
 Operating support for fiscal 2026 $ 141,250  $ 47,500 
Subject to satisfaction of purpose restrictions:    
 Kitchen equipment for new facility 330,226 475,000 
   
Total net assets with donor restrictions  $ 471,476  $ 522,500 

 
During the years ended June 30, 2025 and 2024, releases from net assets with donor 
restrictions were for the following:  
 

 2025  2024 
    
Expiration of time restrictions $ 66,250  $ 7,500 
Satisfaction of purpose restrictions:   
 Construction in progress on new kitchen 306,736 52,380 
   
Total net assets released from donor restrictions $ 372,986  $ 59,880 

 
8. Liquidity and Availability of Resources 

 
The following schedule reflects Teen Kitchen Project’s financial assets as of June 30, 2025 and 
2024, available for use in the next year, reduced by amounts not available for general use 
because of donor-imposed restrictions within one year of this date: 
 

 2025  2024 
    
Cash and cash equivalents $ 540,405  $ 509,280 
Accounts receivable, net 79,393 248,448 
Grants and contributions receivable 15,000 20,000 
   
Financial assets available to be liquidated 634,798 777,728 
Less: net assets with donor restrictions  (471,476) (522,500) 

    
Financial assets available to meet cash needs for 
general expenditures within one year $ 163,322  $ 255,228 

 
As part of Teen Kitchen Project’s liquidity management, it has a policy to structure its financial 
assets to be available as its general expenditures, liabilities, and other obligations become due. 
Teen Kitchen Project operates with a balanced budget and has access to a revolving line of 
credit should the need arise.  
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9. Alliance Agreement for Contracted Services Contingencies 
 
On November 17, 2021, Teen Kitchen Project signed a five-year general services agreement 
(the Agreement) with Santa Cruz-Monterey-Merced Managed Medical Care Commission, a 
California public entity, doing business as Central California Alliance for Health (the Alliance). 
The Alliance may terminate the Agreement at any time with fourteen days prior written notice. 
Should the California Department of Health Care Services, a state agency, terminate their 
Community Supports Program, this will also terminate the Agreement. The Alliance has 
retained Teen Kitchen Project to perform community support services to individuals who are 
enrolled in Medi-Cal under the Alliance, and these individuals are identified as being eligible 
for delivery of prepared meals and groceries by Teen Kitchen Project. 
 

10. Concentration Risks 
 
Financial Institutions  
 
Financial instruments that potentially subject Teen Kitchen Project to concentrations of credit 
risk consist of cash deposits. At times, Teen Kitchen Project maintains cash deposits with 
various local financial institutions that exceed insurable limits under the Federal Deposit 
Insurance Corporation (FDIC). Amounts in excess of insured levels are subject to potential loss. 
Teen Kitchen Project has not experienced any losses on its cash deposits to date as it relates 
to FDIC insurance limits. Management periodically assesses the financial condition of the 
institutions and believes that the risk of any loss is minimal. 
 
Revenue and Receivables 
 
During the years ending June 30, 2025 and 2024, approximately 59% and 45% of total 
revenue and support and all of the accounts receivable were due from the Alliance, 
respectively. In addition, 23% and 21% of total revenue and support was due from three and 
two donors, respectively. A substantial change in revenue and support from the contract with 
Alliance and from major donors could have significant impact on programs and operations. 
 
Geographical Concentration 
 
Teen Kitchen Project has a concentration of grant revenue from local community donations. 
In addition, there is a concentration of teens and volunteers participating in the programs who 
are primarily located in Santa Cruz County, California. 

 
11. In-Kind Food Donations 

 
During the years ended June 30, 2025 and 2024, Teen Kitchen Project received donations of 
food totaling $46,132 and $18,867, respectively, that have been reflected in the financial 
statements at the fair value at the date of receipt.  All in-kind food donations are used by Teen 
Kitchen Project for its programs and reported in the meal preparation costs on the statements 
of functional expenses. There were no donor restrictions. 
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12. Income Taxes 
 
Under Section 501(c)(3) of the Internal Revenue Code, Teen Kitchen Project is a nonprofit 
organization and is exempt from federal taxes on income other than net unrelated business 
income. No provision for federal or state income taxes is required for the years ended June 30, 
2025 and 2024, as Teen Kitchen Project had no taxable net unrelated business income.  
 
Teen Kitchen Project follows the authoritative guidance relating to accounting for uncertainty 
in income taxes included in Accounting Standards Codification Topic 740, Income Taxes. 
These provisions provide consistent guidance for the accounting for uncertainty in income 
taxes recognized in an entity’s financial statements and prescribe a threshold of “more likely 
than not” for recognition and derecognition of tax positions taken or expected to be taken in a 
tax return. It is Teen Kitchen Project’s policy to recognize interest and/or penalties related to 
uncertain tax positions, if any, in income tax expenses.  
 
Teen Kitchen Project performed an evaluation of uncertain tax positions for the years ended 
June 30, 2025 and 2024 and determined that there were no matters that would require 
recognition on the financial statements or that may have any effect on its tax-exempt status. 
The statute of limitations generally remains open for three tax years with the U.S. federal 
jurisdiction or the various states and local jurisdictions in which Teen Kitchen Project files tax 
returns. 

 
13. Subsequent Events 

 
In preparing these financial statements, Teen Kitchen Project has evaluated events and 
transactions for potential recognition or disclosure through February 10, 2026, the date the 
financial statements were available to be issued. There were no other subsequent events that 
require recognition of, or disclosure in, the financial statements. 
 
Teen Kitchen Project plans to open their new commercial kitchen and training facility during 
the year ended June 30, 2026, when construction has been completed. 
 
 
 
 
 


