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Independent Auditor's Report

To the Board of Directors
ZERO TO THREE: National Center for Infants, Toddlers and Families

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of ZERO TO THREE: National Center for Infants, Toddlers and
Families ("ZERO TO THREE"), which comprise the statement of financial position as of September 30,
2023, and the related statements of activities, functional expenses, and cash flows for the year then
ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of ZERO TO THREE as of September 30, 2023, 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.

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 Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of ZERO TO THREE and to meet our other
ethical responsibilities, in accordance with the 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
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 ZERO TO THREE's ability to
continue as a going concern within one year after the date that the financial statements are available to
be issued.
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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 GAAS and 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 financial
statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ |dentify 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.

e 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 ZERO TO THREE's internal control. Accordingly, no such opinion
is expressed.

o 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about ZERO TO THREE'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.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards is presented for purposes of additional analysis and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
GAAS. In our opinion, the schedule of expenditures of federal awards is fairly stated, in all material
respects, in relation to the financial statements as a whole.
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Other Matter

The financial statements of ZERO TO THREE for the year ended September 30, 2022 were audited by
another auditor who expressed an unmodified opinion on the financial statements, dated February 20,
2023. In our opinion, the summarized comparative information presented herein as of and for the year
ended September 30, 2022 is consistent, in all material respects, with the audited financial statements
from which it has been derived.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 23,
2024, on our consideration of ZERO TO THREE'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 ZERO TO THREE's internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering ZERO TO THREE's internal control over financial reporting and compliance.

WM(@”

Bethesda, Maryland
February 23, 2024



ZERO TO THREE: National Center for Infants, Toddlers and Families

Statement of Financial Position
September 30, 2023

(With Summarized Financial Information as of September 30, 2022)

Assets
2023 2022
Assets
Cash and cash equivalents $ 58,257,308 32,421,611
Federal and state government grants and contracts receivable 5,858,144 5,020,332
Other grants, contributions and contracts receivable, net 9,043,308 4,937,075
Accounts receivable, net 522,398 405,135
Prepaid expenses and other assets 340,007 158,197
Inventory 277,302 190,011
Investments 20,944,927 19,530,575
Right-of-use asset 4,091,843 4,447 136
Property and equipment, net 1,484,148 1,635,568
Total assets $ 100,819,385 68,745,640
Liabilities and Net Assets
Liabilities
Accounts payable and accrued expenses $ 4,129,476 4,740,785
Accrued compensation and benefits 2,907,031 2,672,854
Deferred conference registrations, memberships and subscriptions 100,728 330,243
Deferred contract revenue - 83,217
Lease liability 6,422,611 6,326,291
Other liabilities - 5,747
Total liabilities 13,559,846 14,159,137
Commitments and contingencies
Net assets
Without donor restrictions
Undesignated 27,319,595 9,721,372
Board-designated endowment 5,995,799 5,539,593
Total without donor restrictions 33,315,394 15,260,965
With donor restrictions
Purpose restrictions 53,383,177 38,794,722
Time-restricted endowment 112,524 82,372
Perpetual in nature 448,444 448,444
Total with donor restrictions 53,944,145 39,325,538
Total net assets 87,259,539 54,586,503
Total liabilities and net assets $ 100,819,385 68,745,640

See Notes to Financial Statements.



ZERO TO THREE: National Center for Infants, Toddlers and Families

Statement of Activities
Year Ended September 30, 2023
(With Summarized Financial Information for the Year Ended September 30, 2022)

Without donor With donor 2023 2022
restrictions restrictions Total Total
Operating revenue and support
HealthySteps grants, contributions and contracts $ 648,499 $ 21,855,537 $ 22,504,036 27,303,137
Federal and state government grants and contracts 24,150,193 - 24,150,193 22,924,035
Private grants, contributions and contracts 17,325,534 14,763,049 32,088,583 6,681,604
Conference income 1,232,520 - 1,232,520 1,670,691
Training and consulting fees 1,073,553 - 1,073,553 1,022,092
Resource sales 622,525 - 622,525 630,698
Investment earnings transferred to operations 590,750 - 590,750 590,750
Memberships and subscriptions 288,421 - 288,421 327,719
Other revenue 60,510 - 60,510 138,084
Interest and dividend income on cash equivalents 493,476 - 493,476 34,128
Net assets released from restrictions
Satisfaction of program restrictions 22,030,131 (22,030,131) - -
Total operating revenue and support 68,516,112 14,588,455 83,104,567 61,322,938
Expenses
Program services
Safe Babies 6,940,118 - 6,940,118 10,852,039
National Center on Early Childhood
Development, Teaching, and Learning 9,708,370 - 9,708,370 8,974,820
HealthySteps 9,333,799 - 9,333,799 8,173,209
Policy Center 8,680,290 - 8,680,290 7,945,254
Professional Innovations 3,306,427 - 3,306,427 3,278,202
Federal Systems Technical Assistance 1,443,813 - 1,443,813 1,238,478
Communications 306,716 - 306,716 631,977
Military Families 475,467 - 475,467 360,830
Parenting Resources 429,257 - 429,257 320,793
Leadership Development 280,820 - 280,820 210,080
California Office Policy Analysis
and Program Consultation 1,510,945 - 1,510,945 481,565
Total program services 42,416,022 - 42,416,022 42 467,247
Supporting services
General and administrative 8,846,346 - 8,846,346 7,047,021
Fundraising and development 491,131 - 491,131 838,149
Total supporting services 9,337,477 - 9,337,477 7,885,170
Total expenses 51,753,499 - 51,753,499 50,352,417
Change in net assets from operating activities 16,762,613 14,588,455 31,351,068 10,970,521
Nonoperating activities
Investment income (loss), net of
earnings transferred to operations 1,291,816 30,152 1,321,968 (4,098,262)
Change in net assets 18,054,429 14,618,607 32,673,036 6,872,259
Net assets at beginning of year 15,260,965 39,325,538 54,586,503 47,714,244
Net assets at end of year $ 33,315,394 $ 53,944,145 $ 87,259,539 54,586,503

See Notes to Financial Statements.



ZERO TO THREE: National Center for Infants, Toddlers and Families
Statement of Functional Expenses

Year Ended September 30, 2023
(With Summarized Financial Information for the Year Ended September 30, 2022)

Program services

National Center on
Early Childhood

Development, Federal Systems
Teaching, and Professional Technical Parenting
Safe Babies Learning HealthySteps Policy Center Innovations Assistance Communications Military Families Resources
Expenses

Salaries $ 3,667,948 $ 2,468,657 $ 4,814,414 $ 2,882,342 $ 1,367,606 $ 786,785 $ 76,588 $ 304,291 $ 265,949
Contracted services 683,331 1,772,893 1,735,952 2,376,348 1,082,222 359,189 152,085 57,174 81,722

Subcontracts 1,177,701 4,013,078 1,138,934 1,759,418 - - - - -
Fringe benefits 1,004,651 676,165 1,319,784 789,473 374,587 215,500 20,977 83,345 70,766
Software and information technology 21,656 258,793 56,705 310,305 6,744 11,584 380 15,000 154
Travel 226,796 313,801 90,605 442,673 80,200 57,873 37,951 9,750 7,462

Occupancy and facilities 1,578 10,954 464 2,564 86 - 18 - -

Other operating expenses 69,547 13,732 124,407 8,342 132,643 - 1,910 4,260 -
Communications 24,680 20,577 7,328 53,525 195,422 2,589 5,012 1,597 820
Supplies 39,135 34,801 25,286 19,350 11,967 4,955 699 - 1,215
Printing, copying, and publications 2,231 65,902 1,553 3,693 35,991 3,821 2,982 50 19
Meeting expenses 20,864 59,017 18,367 32,257 18,959 1,517 8,114 - 1,150
Total expenses $ 6,940,118 $ 9,708,370 $ 9,333,799 $ 8,680,290 $ 3,306,427 $ 1,443,813 $ 306,716 $ 475,467 $ 429,257




ZERO TO THREE: National Center for Infants, Toddlers and Families
Statement of Functional Expenses

Year Ended September 30, 2023
(With Summarized Financial Information for the Year Ended September 30, 2022)

Program services (continued) Supporting services

California Office
Policy Analysis

Leadership and Program Total General and Fundraising Total supporting
Development Consultation program services administrative and development services 2023 total 2022 total
Expenses

Salaries $ 135,421  § 461,300 $ 17,231,301 $ 4,286,659 $ 314,459 $ 4,601,118 $ 21,832,419 $ 20,317,525
Contracted services 53,631 165,108 8,519,655 1,934,148 30 1,934,178 10,453,833 7,726,782
Subcontracts - 713,481 8,802,612 - - - 8,802,612 12,815,133
Fringe benefits 37,092 126,350 4,718,690 694,974 86,130 781,104 5,499,794 5,317,359
Software and information technology - 149 681,470 838,193 20,739 858,932 1,540,402 1,380,721
Travel 43,748 4,357 1,315,216 96,413 12,236 108,649 1,423,865 584,862
Occupancy and facilities - - 15,664 701,703 196 701,899 717,563 733,560
Other operating expenses - 40,000 394,841 105,122 34,240 139,362 534,203 328,887
Communications 73 - 311,623 83,928 5,344 89,272 400,895 383,818
Supplies 669 - 138,077 62,620 5,847 68,467 206,544 417,572
Printing, copying, and publications 1,800 - 118,042 22,275 11,700 33,975 152,017 115,485
Meeting expenses 8,386 200 168,831 20,311 210 20,521 189,352 230,713

Total expenses $ 280,820 % 1,510,945 $ 42,416,022 $ 8,846,346 $ 491,131 $ 9,337,477 $ 51,753,499 $ 50,352,417

See Notes to Financial Statements.



ZERO TO THREE: National Center for Infants, Toddlers and Families

Statement of Cash Flows

Year Ended September 30, 2023
(With Summarized Financial Information for the Year Ended September 30, 2022)

Cash flows from operating activities

Change in net assets

Adjustments to reconcile change in net assets to

net cash provided by operating activities
Depreciation and amortization
Right-of-use asset amortization
Amortization of deferred rent and construction allowance
Gain on disposal of property and equipment
Unrealized (gain) loss on investments
Realized loss (gain) on sales of investments
Decrease in allowance for doubtful accounts on accounts receivable

Change in discount on other grants, contributions and contracts receivable

Changes in
Federal and state government grants and contracts receivable
Other grants, contributions and contracts receivable
Accounts receivable
Prepaid expenses and other assets
Inventory
Accounts payable and accrued expenses
Accrued compensation and benefits
Deferred conference registrations, membership and subscriptions
Deferred contract revenue
Lease liability
Deferred rent and construction allowance

Net cash provided by operating activities

Cash flows from investing activities
Purchase of investments
Proceeds from sale of investments
Purchases of property and equipment

Net cash used in investing activities

Cash flows from financing activities
Principal payments on lease obligations

Net cash used in financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents, beginning

Cash and cash equivalents, end

Supplemental disclosure of noncash operating
Right-of-use asset
Lease liability
Leasehold improvements acquired through lease incentive

See Notes to Financial Statements.

2023 2022
$ 32,673,036 $ 6,872,259
245,051 121,065
355,293 267,418
- (357,614)
- (2,481)
(1,568,894) 4,565,676
330,365 (418,879)

(22,100) -

(4,825) -
(837,812) (1,217,581)
(4,101,408) 10,316,065
(95,163) 1,522,635
(181,810) 365,250
(87,291) 47,048
(611,309) 292,884
234,177 30,527
(229,515) (760,148)
(83,217) 50,038
96,320 71,290
- (1,235,770)
26,110,898 20,529,682
(6,695,403) (2,320,278)
6,519,580 2,070,617
(93,631) (249,991)
(269,454) (499,652)
(5,747) (13,031)
(5,747) (13,031)
25,835,697 20,016,999
32,421,611 12,404,612
$ 58257308 § 32,421,611
$ - $ 4,714,554
- (6,255,001)
- 1,540,447

$ - $ -




ZERO TO THREE: National Center for Infants, Toddlers and Families

Notes to Financial Statements
September 30, 2023

Note 1 - Organization and summary of significant accounting policies

Organization

ZERO TO THREE: National Center for Infants, Toddlers and Families ("ZERO TO THREE") is a
nonprofit organization whose mission is to ensure that all babies and toddlers have a strong start in
life. ZERO TO THREE works to help babies and toddlers benefit from family and community
connections critical to their well-being and development. Since 1977, the organization has advanced
the proven power of nurturing relationships by transforming the science of early childhood into helpful
resources, practical tools and responsive policies for millions of parents, professionals and policy
makers.

Cash and cash equivalents
ZERO TO THREE considers all highly liquid financial instruments with original maturities of three
months or less, which are held for operating purposes to be cash equivalents.

Receivables

Receivables include Federal and state government grant and contract receivables, including unbilled
receivables, contributions receivable, and trade receivables. ZERO TO THREE determines the
allowance for uncollectable accounts receivable based on historical experience, an assessment of
economic conditions, and a review of individual past due amounts. Accounts receivable are written
off when deemed uncollectable. At September 30, 2023, the allowance was $37,900. Receivables
from contracts with customers are reported as accounts receivable, net in the accompanying
statement of financial position.

Inventory

Inventory consists of published books, tools and work in process on certain publications. Inventory is
stated at the lower of cost or net realizable value and is calculated using the first-in, first-out method
of accounting.

Investments

Investment transactions are recorded on a trade-date basis and are reported in the accompanying
financial statements at fair value. Fair value is the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date.
Interest and dividend income is recorded as earned. Realized gains and losses are determined by a
comparison of average costs at the investment's acquisition to the proceeds at the time of its sale.
Unrealized gains and losses are determined by a comparison of the investment's average acquisition
cost to its fair value at year-end.

Fair value measurement

Financial Accounting Standards Board ("FASB") Accounting Standards Codification ("ASC") Topic
820, Fair Value Measurement, defines fair value, establishes a framework for measuring fair value in
accordance with accounting principles generally accepted in the United States of America ("GAAP")
and requires disclosures about fair value measurements for assets and liabilities measured at fair
value on a recurring basis. The ASC emphasizes that fair value is a market-based measurement, not
an entity-specific measurement, and therefore a fair value measurement should be determined based
on the assumptions that market participants would use in pricing the asset or liability. As a basis for
considering market participant assumptions in fair value measurements, the ASC established a fair
value hierarchy based upon the transparency of the inputs to the valuation of an asset or liability.
These inputs may be observable, whereby market participant assumptions are developed based on
market data obtained from independent sources, or unobservable, whereby assumptions are
developed by the reporting entity based on the best information available in the circumstances.

10



ZERO TO THREE: National Center for Infants, Toddlers and Families

Notes to Financial Statements
September 30, 2023

The three levels of the fair value hierarchy are described as follows:

Level 1 - Inputs based on quoted prices (unadjusted) in active markets for identical assets or
liabilities accessible at the measurement date.

Level 2 - Inputs other than quoted prices included in Level 1 that are observable for the asset or
liability, either directly or indirectly, such as quoted prices for similar assets or liabilities
in active markets.

Level 3 - Unobservable inputs for the asset or liability, including the reporting entity's own
assumptions in determining the fair value measurement.

As of September 30, 2023, only ZERO TO THREE's investments and the assets and liability related
to the deferred compensation plan were measured at fair value on a recurring basis and subject to
FASB ASC Topic 820, as described in Note 5.

Property and equipment and related depreciation and amortization

Property and equipment acquisitions totaling $5,000 and over and with an economic life in excess of
one year are capitalized and are depreciated using the straight-line method over three to 10 years,
with no salvage value. Finance lease right-of-use assets are stated are amortized over the life of the
lease. Leasehold improvements are stated at cost and are amortized using the straight-line method
over the shorter of the remaining lease period or the useful life of the improvements. Expenditures
for major repairs and improvements that extend the life of the asset are capitalized; expenditures for
minor repairs and maintenance costs are expensed when incurred. Upon the retirement or disposal
of assets, the cost and accumulated depreciation and amortization are eliminated from the respective
accounts, and the resulting gain or loss is included in revenue or expenses.

Right-of-use asset and lease liability

ZERO TO THREE determines if an arrangement is or contains a lease at inception. Leases are
included in right-of-use ("ROU") assets and lease liabilities in the statement of financial position. The
ROU asset and lease liability are recognized at the commencement date of the lease agreement
based on the present value of lease payments over the lease term using ZERO TO THREE's
estimated incremental borrowing rate or implicit rate, when readily determinable, and are adjusted for
lease incentives. The ROU asset is amortized on a straight-line basis over the lease term and is
reflected as occupancy and facilities expense in the accompanying statement of functional expenses.
The lease liability is reduced as cash payments are made under the terms of the lease. Rent expense
is recognized on a straight-line basis over the lease term. Short-term operating leases, which have
an initial term of 12 months or less, are not recorded on the statement of financial position. Instead,
the lease payments of those leases are reported as occupancy expense on a straight-line basis over
the lease term.

Classification of net assets
ZERO TO THREE's net assets are reported as follows:

e Net assets without donor restrictions represent the portion of expendable funds that is
available for any purpose in performing the primary objectives of ZERO TO THREE at the
discretion of ZERO TO THREE's management and the Board of Directors (the "Board"). From
time to time, the Board designates a portion of these net assets for specific purposes, which
makes them unavailable for use at management's discretion.

11



ZERO TO THREE: National Center for Infants, Toddlers and Families

Notes to Financial Statements
September 30, 2023

o Net assets with donor restrictions represent funds that are specifically restricted by donors for
use in various programs and/or for a specific period of time. These donor restrictions can be
temporary in nature in that they will be met by actions of ZERO TO THREE or by the passage
of time. Other donor restrictions are perpetual in nature, whereby the donor has stipulated that
the funds be maintained in perpetuity.

Revenue recognition

ZERO TO THREE recognizes unconditional contributed support in the reporting period in which the
commitment is made. Grants and support are considered to be available for general operations unless
specifically restricted by the donor. ZERO TO THREE reports unconditional grants of cash and other
assets as donor-restricted revenue and support if they are received with donor stipulations that limit
the use of the donated assets to a particular purpose or to future periods. When the stipulated time
restriction ends or the purpose of the restriction is met, net assets with donor restrictions are
reclassified to net assets without donor restrictions and reported in the accompanying statement of
activities as net assets released from restrictions. Contributions receivable are discounted to net
present value if due beyond one year, unless such discount is insignificant.

Conditional promises to give - that is, those with a measurable performance or other barriers and a
right of return - are not recognized until the conditions on which they depend have been met. ZERO
TO THREE has grants with the U.S. federal government, state government agencies and other
organizations conditioned upon certain requirements. Revenue recognized on grants for which
payments have not been received is reflected as federal and state government grants and contracts
receivable in the accompanying statement of financial position. Grant awards received in advance,
but not yet expended, are reflected as refundable advances in the accompanying statement of
financial position, if any.

ZERO TO THREE also has fixed-price contracts with the U.S. federal government, state government
agencies and private companies in exchange for services. These contracts contain performance
obligations, and revenue under these contracts is recognized at the point in time that the performance
obligations are provided under the contract. Revenue recognized on fixed-price contracts for which
payments have not been received is included in federal and state government grants and contracts
receivable in the accompanying statement of financial position. Contract payments received but not
yet expended for the purpose of the contract are reflected as deferred contract revenue in the
accompanying statement of financial position. Deferred contract revenues are short-term in nature
and are recognized as contract revenue in the following fiscal year.

ZERO TO THREE holds an annual conference for professionals working with families with children
prenatal through age three. Revenue from this conference consists of conference registrations,
exhibitor fees and sponsorship fees and is recognized in the year in which the conference is held.

Training and consulting fees relate to customized trainings developed by ZERO TO THREE in
accordance with agreements. The delivery of the training is the primary performance obligation and
therefore the revenue is recognized at the point in time the training program is held.

Revenue from resource sales of published books is recognized when the product is delivered.

Memberships and subscriptions revenue is recognized ratably over the membership or subscription
agreement period. Member and subscription benefits are considered a bundled group of performance
obligations that are delivered throughout the agreement period.

12



ZERO TO THREE: National Center for Infants, Toddlers and Families

Notes to Financial Statements
September 30, 2023

Other revenue consists mainly of honoraria recognized at the point in time the related event took
place and a refund recognized at the point in time ZERO TO THREE was notified of the refund.

Receipts collected that relate to the conference, memberships and subscriptions and are applicable
to a future period are reported as deferred conference registrations, memberships and subscriptions
in the accompanying statement of financial position.

Measure of operations

ZERO TO THREE includes in its definition of operations all revenue and support that are an integral
part of its programs and supporting activities. Also, included in operations are interest and dividend
income earned on short-term investments that are not part of the endowment fund and the aggregate
authorized payout of endowment earnings. Interest and dividend income earned on long-term
investments and realized and unrealized gains and losses on investments in excess of ZERO TO
THREE's aggregate authorized payout to operations are considered to be nonoperating in nature.

Functional allocation of expenses

The costs of providing the various programs and other activities have been summarized on a
functional basis in the accompanying statement of functional expenses. Expenses directly attributed
to a specific functional area are reported as expenses of those functional areas. ZERO TO THREE
allocates rent related to the Washington, D.C. office based on the full-time equivalent of D.C.-based
personnel for each program and supporting service.

Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual
results could differ from these estimates.

Reclassification
Certain reclassifications have been made to the 2022 amounts to conform to the 2023 presentation.

Note 2 - Receivables

As of September 30, 2023, ZERO TO THREE had receivables from federal and state government
grants and contracts totaling $5,858,144 that included unbilled receivables of $5,056,622. All billed
and unbilled receivable amounts were deemed to be fully collectible.

As of September 30, 2023, foundations, individuals, and corporate contributors to ZERO TO THREE
had unconditionally promised to give another $9,045,483 to be used for particular programs and
general support in the coming years. Other grants, contributions and contracts receivable were to be
collected as follows:

Less than one year $ 4,864,157
One to five years 4,181,326
9,045,483

Less discount on multiyear grants (2,175)
$ 9,043,308

13



ZERO TO THREE: National Center for Infants, Toddlers and Families

Notes to Financial Statements
September 30, 2023

All amounts were deemed to be fully collectible. The discount rate used to calculate the discount
component was 0.08% for the year ended September 30, 2023.

Note 3 - Conditional revenue

As of September 30, 2023, ZERO TO THREE had the following conditional grants receivable which
are not reflected in the accompanying statement of financial position:

HealthySteps $ 16,000,000

National center on early childhood development
teaching and learning 13,135,869
Safe babies 13,373,769
Policy center 8,781,572
Parenting resources 132,970
$ 51,424,180

ZERO TO THREE records revenue and support on these conditional grants as the conditions are
met; therefore, ZERO TO THREE has not recognized any revenue and support from the conditional
portions of these grants.

Note 4 - Investments

Investments, at fair value, consisted of the following as of September 30, 2023:

Bond mutual funds $ 9,378,558
Equity mutual funds and exchange-traded funds 10,548,145
Money market funds 579,490
Multi asset mutual funds 438,734

$ 20,944,927

Investment income is summarized as follows for the year ended September 30, 2023:

Interest and dividends $ 747,918
Unrealized gain 1,568,894
Realized loss (330,365)
Investment fees (73,729)

$ 1,912,718

14



ZERO TO THREE: National Center for Infants, Toddlers and Families

Notes to Financial Statements
September 30, 2023

Investment income is reported in the accompanying statement of activities as follows:

Transfer to operations from endowment earnings $ 91,139

Transfer to operations from investment income -

without donor restrictions and undesignated 499,611
Investment earnings transferred to operations 590,750

Nonoperating activities:

Investment income, excluding endowment 1,335,221
Endowment investment income 577,497
Endowment returns appropriated for operations (91,139)

Investment returns appropriated for operations -
without donor restrictions and undesignated (499,611)
Total nonoperating activities 1,321,968
$ 1,912,718

Note 5 - Fair value measurement

The following table summarizes ZERO TO THREE's assets measured at fair value on a recurring
basis as of September 30, 2023:

Quoted prices

in active Significant
markets for other Significant
identical observable unobservable
assets/liabilities inputs inputs
Total fair value (Level 1) (Level 2) (Level 3)

Assets measured at fair value
Bond mutual funds $ 9,378,558 $ 9,378,558 $ - $ -
Equity mutual funds and
exchange-traded funds

Domestic equity funds 5,652,894 5,652,894 - -
International equity funds 3,568,055 3,568,055 - -
Real estate 1,327,196 1,327,196 - -
Total equity mutual funds and
exchange-traded funds 10,548,145 10,548,145 - -
Money market funds 579,490 579,490 - -
Multi asset mutual funds 438,734 438,734 - -
Total assets at fair value $ 20,944,927 $ 20,944,927 $ - $ -

Liabilities measured at fair value
Deferred compensation plan $ 438,734 $ - $ 438,734 $ -

ZERO TO THREE estimated the fair value of these assets using quoted market prices in active
markets. The deferred compensation plan liability, which is included in accrued compensation and
benefits in the accompanying statement of financial position, was valued based on the fair value of
investments corresponding to the employee's investment selections plus the value of cash accruals
for amounts not yet transferred to the plan assets, if any.
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ZERO TO THREE: National Center for Infants, Toddlers and Families
Notes to Financial Statements

September 30, 2023

Note 6 - Property and equipment and related depreciation and amortization

ZERO TO THREE held the following property and equipment as of September 30, 2023:

Leasehold improvements $ 1,172,637
Software 448,790
Computer equipment 232,158
Furniture and fixtures 200,680
2,054,265

Less accumulated depreciation and amortization (570,117)
$ 1,484,148

Depreciation and amortization expense, which is included in occupancy and facilities expense in the
accompanying statement of functional expenses, was $245,051 for the year ended September 30,
2023.

Note 7 - Right-of-use asset and lease liability

ZERO TO THREE evaluated current contracts to determine which met the criteria of a lease. The
ROU assets represent ZERO TO THREE's right to use underlying assets for the lease term, and the
lease liabilities represent ZERO TO THREE's obligation to make lease payments arising from these
leases. The ROU assets and lease liabilities, all of which arise from operating leases, were calculated
based on the present value of future lease payments over the lease terms. ZERO TO THREE has
made an accounting policy election to use a risk-free rate of 1.51% in lieu of its incremental borrowing
rate to discount future lease payments.

On June 9, 2021, ZERO TO THREE entered into a noncancelable operating lease for office space
for its headquarters in Washington, D.C. The lease term is for the period January 1, 2022 through
December 31, 2033. The lease includes an incentive to abate the rent until September 30, 2023. The
lease has an option for renewal, at ZERO TO THREE's option, for which management is not
reasonably certain to exercise. Therefore, the payments associated with the extension are not
included in the ROU asset nor the lease liability recognized as of September 30, 2023.

As part of the lease agreement, ZERO TO THREE paid a security deposit of $48,215, which is
included in prepaid expenses and other assets on the statement of financial position in the
accompanying financial statements.

For the year ended September 30, 2023, total operating lease expense was $451,612, which is
included in occupancy and facilities expense in the accompanying statement of functional expenses.
Cash paid for operating leases for the year ended September 30, 2023 totaled $0.
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ZERO TO THREE: National Center for Infants, Toddlers and Families
Notes to Financial Statements
September 30, 2023
The maturities of operating lease liabilities subsequent to September 30, 2023 and thereafter were

as follows:

For the year ending

September 30,
2024 % 604,182
2025 619,322
2026 634,847
2027 650,758
2028 667,055
Thereafter 3,783,624
6,959,788
Less present value discount (537,177)
$ 6,422,611

Note 8 - Net assets

ZERO TO THREE's net assets without donor restrictions are composed of undesignated amounts
and board-designated endowment funds. As of September 30, 2023, ZERO TO THREE's net assets
without donor restrictions were as follows:

Undesignated $ 27,319,595
Board-designated endowment 5,995,799
$ 33,315,394

The board-designated net assets were instituted to provide funding for various strategic initiatives of
ZERO TO THREE.
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ZERO TO THREE: National Center for Infants, Toddlers and Families
Notes to Financial Statements

September 30, 2023

Net assets with donor restrictions
As of September 30, 2023, net assets with donor restrictions were restricted for the following
purposes or period:

Subiject to expenditure for specified purpose

Programs
Policy Center $ 7,664,176
HealthySteps 35,945,500
Safe Babies 3,610,733
Parenting Resources 2,166,224
Leadership Development 950,159
California Office Policy Analysis and Program Consultation 2,659,826
Military Families 11,500
Other 375,059
53,383,177
Subject to occurrence of passage of time
Time-restricted endowment 112,524
112,524
Subject to donor restriction in perpetuity
Endowment 448,444
448,444
$ 53,944,145

The interest earned on the endowment fund is available for use in supporting the general activities of
ZERO TO THREE.
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ZERO TO THREE: National Center for Infants, Toddlers and Families

Notes to Financial Statements
September 30, 2023

Note 9 - Availability and liquidity

ZERO TO THREE regularly monitors liquidity required to meet its annual operating needs and other
contractual commitments, while also striving to preserve the principal and return on the investment
of its funds. ZERO TO THREE's financial assets available within one year of the statement of financial
position date for general expenditures at September 30, 2023, were as follows:

Cash and cash equivalents $ 58,257,308
Federal and state government grants and contracts receivable 5,858,144
Other grants, contributions and contracts receivable 9,043,308
Accounts receivable 522,398
Investments 20,944,927
94,626,085
Less:

Amounts unavailable for general expenditures within one
year due to donor's purpose or time restriction (53,944,145)
Amounts unavailable to management without Board approval (5,995,799)
Investments for deferred compensation plan (438,734)
$ 34,247,407

ZERO TO THREE has various sources of liquidity at its disposal, including cash and cash equivalents
and investments, which are available for general expenditures, liabilities and other obligations as they
come due. Management is focused on sustaining the financial liquidity of ZERO TO THREE
throughout the year. This is done through monitoring and reviewing ZERO TO THREE's cash flow
needs on a weekly basis. As a result, management is aware of the cyclical nature of ZERO TO
THREE's cash flow related to ZERO TO THREE's various funding sources and is therefore able to
ensure that there is cash available to meet current liquidity needs. To help manage unanticipated
liquidity needs, ZERO TO THREE has a committed line of credit of $1,000,000, which was unused
and available to draw upon as of September 30, 2023, as discussed in Note 10. If ZERO TO THREE
uses the line of credit, it is secured by deposits and investments at Truist Bank. Additionally, ZERO
TO THREE has board-designated net assets that could be available for current operations with Board
approval, if necessary.

Note 10 - Commitments, risks and contingencies

Line of credit

ZERO TO THREE has a $1,000,000 revolving line of credit with a bank dated August 4, 2014. The
line of credit is renewed annually and, as of September 30, 2023, has a maturity date of February 28,
2024. Funds drawn against this line of credit accrue interest at the Bloomberg Short-Term Bank Yield
Index plus 1.5% and are secured by the deposits and investments of ZERO TO THREE at Truist
Bank. As of September 30, 2023, and throughout the year then ended, ZERO TO THREE had no
outstanding balance on this line of credit.
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Notes to Financial Statements
September 30, 2023

Letter of credit

ZERO TO THREE secured a standby letter of credit agreement of $113,631 as security for payment
of rent payable under the office lease agreement that ended on December 31, 2021. The letter of
credit expired on January 31, 2023.

Compliance audit

ZERO TO THREE has received federal grants that are subject to review, audit and adjustment by
various federal agencies for qualified expenses charged to the grants. Such audits could lead to
requests for reimbursement to the federal agencies for any expenditures or claims disallowed under
the terms of the agreements. The amount of expenditures which may be disallowed by the federal
agencies cannot be determined at this time although ZERO TO THREE expects such amounts, if
any, to be insignificant.

Concentration of credit risk

ZERO TO THREE's cash is held in accounts at creditworthy financial institutions. While the amounts,
at times, exceed the amount guaranteed by various agencies and insurers, and therefore bear some
risk, ZERO TO THREE has never experienced, nor does management anticipate, any losses on its
funds. As of September 30, 2023, the cash balance exceeding the $250,000 per depositor per the
Federal Deposit Insurance Corporation insured limit was $57,797,170.

Concentration of risk

During the year ended September 30, 2023, ZERO TO THREE earned revenue of $24,150,193 from
a diversified set of U.S. federal government and state government agencies through both conditional
grants and fixed-price contracts. Revenue was earned from the U.S. Department of Health and
Human Services and the U.S. Department of Defense, in addition to several state government
agencies. Revenue earned from the U.S. federal government and state government agencies
represented approximately 29% of the total operating revenue and support recognized by ZERO TO
THREE for the year ended September 30, 2023. If a significant reduction in funding from these federal
and state government agencies occurs, it may adversely impact ZERO TO THREE's financial position
and ability to carry out its program activities.

Employment agreement

ZERO TO THREE signed an employment agreement with its Executive Director on January 1, 2010.
The agreement was amended effective January 1, 2020, to continue through December 31, 2024.
Under the terms of the agreement, if ZERO TO THREE terminates the agreement for reasons other
than cause, the Executive Director is entitled to receive severance pay in the amount of one month's
salary, up to 12 months, for each year of employment.

Contractual commitments

ZERO TO THREE has entered into various letters of agreement for commitments for hotel
accommodations and meeting rooms for its future planned conferences. In the event ZERO TO
THREE were to cancel these conferences or fail to use a specified percentage of the total space
reserved, ZERO TO THREE would be required to pay liquidated damages based upon the date the
facility was notified of the cancellation or reduction in requested rooms as well as the facility's ability
to fill the resulting vacancies.
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Notes to Financial Statements
September 30, 2023

Note 11 - Endowment funds

ZERO TO THREE's endowment consists of individual donor-restricted funds established for the
purpose of generating earnings to support general activities. In addition, there are funds internally
designated by the Board to function as endowment funds. As required by GAAP, net assets
associated with endowment funds, including funds designated by the Board to function as
endowments, are classified and reported based on the existence or absence of donor-imposed
restrictions.

Interpretation of relevant law

ZERO TO THREE's policy is to preserve the fair value of the original gift as of the gift date of the
donor-restricted endowment funds absent explicit donor stipulations to the contrary. ZERO TO
THREE's Board has interpreted the District of Columbia's Uniform Prudent Management of
Institutional Funds Act ("UPMIFA") as allowing ZERO TO THREE to appropriate for expenditure or
accumulate so much of an endowment fund as ZERO TO THREE determines is prudent. As a result
of this interpretation, ZERO TO THREE classifies as net assets with donor restrictions a) the original
value of gifts donated to the donor-restricted endowment; (b) the original value of subsequent gifts to
the donor-restricted endowment; and (c) accumulations to the donor-restricted endowment made in
accordance with the direction of the applicable donor gift instrument at the time the accumulation is
added to the fund. Investment income from the donor-restricted endowment is classified as net assets
with donor restrictions (a purpose restriction) until those amounts are appropriated for expenditure by
ZERO TO THREE in a manner consistent with the standard of prudence prescribed by UPMIFA. In
accordance with UPMIFA, ZERO TO THREE considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

e The duration and preservation of the fund;

e The purposes of the organization and the donor-restricted endowment fund;
e General economic conditions;

e The possible effect of inflation and deflation;

¢ The expected total return from income and the appreciation of investments;
e Other resources of the organization; and

e The investment policies of the organization.
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Endowment composition and activity
ZERO TO THREE's endowment net asset composition by fund type was as follows as of September
30, 2023:

Without donor With donor
restrictions restrictions Total
Board-designated endowment $ 5,995,799 $ - $ 5,995,799
Donor-restricted endowment
Historical gift value - 448,444 448,444
Appreciation - 112,524 112,524

$ 5,995,799 $ 560,968 $ 6,556,767

For the year ended September 30, 2023, the endowment funds had the following activity:

Without donor With donor
restrictions restrictions Total
Endowment net assets,
beginning of year $ 5539593 $ 530,816 $§ 6,070,409
Investment earnings, net 526,999 50,498 577,497
Contributions - - -
Amounts appropriated for expenditure (70,793) (20,346) (91,139)

$ 5,995,799 $ 560,968 $ 6,556,767

Investment objectives and risk parameters

ZERO TO THREE has adopted investment and spending policies for endowment assets that attempt
to provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Under this policy, as approved by the
Investment Committee of the Board, the endowment assets are invested in a manner that is intended
to create a diversified investment program in order to provide return opportunities that are consistent
with ZERO TO THREE's risk tolerance.

Strategies employed for achieving objectives

ZERO TO THREE's investment policy governs the management of investments for operating
reserves as well as intermediate-term and long-term investments that comprise the endowment
assets. It defines general investment principles; identifies duties and responsibilities; and specifies
investment objectives, goals, allowable assets, and asset allocations.

Spending policy

The investment policy provides for reasonable and prudent spending from the long-term fund on an
annual basis to support ZERO TO THREE's general operations. The spending rule for the long-term
fund is to spend no more than 3.5% of the average market value of the long- term fund over the prior
four years.
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Funds with deficiencies

From time to time, the fair value of assets associated with an individual donor-restricted endowment
fund may fall below the level that the donor or UPMIFA requires ZERO TO THREE to retain as a fund
of perpetual duration. There were no fund deficiencies as of September 30, 2023. ZERO TO THREE's
policy is to continue to appropriate from such individually-deficient funds in accordance with the fund's
spending policy.

Note 12 - Pension plans

Pursuant to Section 403(b) of the Internal Revenue Code (the "IRC"), ZERO TO THREE sponsors a
defined contribution retirement plan that is available to all eligible employees. Under the 403(b) plan,
eligible employees may elect to contribute up to the federal tax limitation. The plan provides for an
employer contribution equal to 6% of the salary of all eligible employees. Employer contributions are
made on behalf of employees with at least 12 months of service. Employees who have completed 10
years of service receive an additional 2% of their earnings, for a total contribution of 8%. Both
employer and employee contributions are fully vested. Pension expense was $1,114,314 for the year
ended September 30, 2023, and is included in fringe benefits in the accompanying statement of
functional expenses.

Effective January 1, 2020, ZERO TO THREE adopted a new Section 457(b) deferred compensation
plan for its eligible executives under the IRC Section 457(b). ZERO TO THREE makes non-elective
contributions under this plan, and contributions are fully vested and non-forfeitable under the plan.
Under the plan, contributions of $81,765 were made in the year ended September 30, 2023. Amounts
are included in fringe benefits in the accompanying statement of functional expenses. The asset and
liability for the vested deferred compensation at September 30, 2023 of $438,734 is included in
investments and accrued compensation and benefits in the accompanying statement of financial
position.

Note 13 - Income taxes

Under Section 501(c)(3) of the IRC, ZERO TO THREE is exempt from the payment of taxes on
income other than net unrelated business income. For the year ended September 30, 2023, no
provision for income taxes was made, as ZERO TO THREE had no significant unrelated business
income.

ZERO TO THREE follows the authoritative guidance relating to accounting for uncertainty in income
taxes included in FASB ASC 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. ZERO TO THREE evaluated its uncertainty in income taxes
for the year ended September 30, 2023, and determined that there were no matters that would require
recognition in the financial statements or that may have any effect on its tax-exempt status. As of
September 30, 2023, there are no tax examinations pending or in process. It is ZERO TO THREE's
policy to recognize interest and/or penalties related to uncertainty in income taxes, if any, in income
tax or interest expense. As of September 30, 2023, ZERO TO THREE had no accruals for interest
and/or penalties. Tax years prior to 2019 are no longer subject to examination by the IRS or the tax
jurisdiction of the District of Columbia.
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Note 14 - Prior year summarized financial information

The financial statements include certain prior year summarized comparative information in total, but
not by net asset class or functional area. Such information does not include sufficient detail to
constitute a presentation in conformity with GAAP. Accordingly, such information should be read in
conjunction with ZERO TO THREE's financial statements for the year ended September 30, 2022,
from which the summarized financial information was derived.

Note 15 - Subsequent events

In preparing these financial statements, ZERO TO THREE has evaluated events and transactions for
potential recognition or disclosure through February 23, 2024, the date the financial statements were
available to be issued. There were no subsequent events that require recognition or disclosure in
these financial statements.
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ZERO TO THREE: National Center for Infants, Toddlers and Families

Schedule of Expenditures of Federal Awards

Year Ended September 30, 2023

Federal grantor/ pass through grantor/
program or cluster title

Federal assistance

listing number

Pass-through
award number

Provided to
subrecipients

Total federal
expenditures

U.S. Department of Health and Human Services:
Head Start Cluster
Head Start
Head Start - Pass-through from University of Massachusetts Amherst
Total Head Start Cluster
CCDF Cluster
Child Care and Development Block Grant - Pass-through from Arkansas Pilot
Court Team for Maltreated Infants and Toddlers
Child Care and Development Block Grant - Pass-through from Child Trends
Total CCDF Cluster
Tribal Maternal, Infant, and Early Childhood Home Visiting

Maternal and Child Health Federal Consolidated Programs

Special Programs for the Aging, Title IV, and Title Il, Discretionary Projects - Pass-
through from Generations United

Substance Abuse and Mental Health Services Projects of Regional and National
Significance - Pass-through from Georgetown University

Total U.S. Department of Health and Human Services
U.S. Department of Education:
Special Education - Personnel Development to Improve Services and Results for
Children with Disabilities - Pass-through from University of Connecticut Health
Center

Total U.S. Department of Education

Total Expenditures of Federal Awards

See Notes to Schedule of Expenditures of Federal Awards.
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93.600
93.600

93.575
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93.872

93.110
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$ 4,013,078

$ 11,058,650
183,274

4,013,078

11,241,924

708,397
429,774

1,138,171

2,557,605

1,776,428

8,061,751

105,232

142,401

6,570,683

22,465,907

2,318

2,318

$ 6,570,683

$ 22,468,225




ZERO TO THREE: National Center for Infants, Toddlers and Families

Notes to Schedule of Expenditures of Federal Awards
Year Ended September 30, 2023

Note 1 - Basis of presentation

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the federal
award activity of ZERO TO THREE: National Center for Infants, Toddlers and Families ("ZERO TO
THREE") under programs of the federal government for the year ended September 30, 2023. The
information is presented in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards ("Uniform Guidance"). Because the Schedule presents only a
selected portion of the operations of ZERO TO THREE, it is not intended to and does not present the
financial position, changes in net assets, or cash flows of ZERO TO THREE.

Note 2 - Summary of significant accounting policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance, wherein
certain types of expenditures are not allowable or are limited as to reimbursement.

Note 3 - Indirect cost rates

ZERO TO THREE has elected not to use the 10% de minimis indirect cost rate as allowed under the
Uniform Guidance.
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Independent Auditor's 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

To the Board of Directors
ZERO TO THREE: National Center for Infants, Toddlers and Families

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of ZERO TO THREE:
National Center for Infants, Toddlers and Families ("ZERO TO THREE"), which comprise the statement
of financial position as of September 30, 2023, and the related statements of activities, functional
expenses, and cash flows for the year then ended, and the related notes to the financial statements, and
have issued our report thereon dated February 23, 2024.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered ZERO TO THREE's
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 financial
statements, but not for the purpose of expressing an opinion on the effectiveness of ZERO TO THREE's
internal control. Accordingly, we do not express an opinion on the effectiveness of ZERO TO THREE's
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected and corrected, on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit, we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether ZERO TO THREE's financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the financial statements. However, providing an opinion on compliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.
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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 ZERO TO THREE's
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the organization's internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

WM(@”

Bethesda, Maryland
February 23, 2024
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Independent Auditor's Report on Compliance for Each Major Federal Program and
Report on Internal Control over Compliance Required by the Uniform Guidance

To the Board of Directors
ZERO TO THREE: National Center for Infants, Toddlers and Families

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited ZERO TO THREE: National Center for Infants, Toddlers and Families' ("ZERO TO
THREE") 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 ZERO TO THREE's
major federal programs for the year ended September 30, 2023. ZERO TO THREE's 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, ZERO TO THREE 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 September 30, 2023.

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 ("Government Auditing
Standards”); 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 Auditor's Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of ZERO TO THREE 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 ZERO TO THREE's
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 ZERO
TO THREE's federal programs.
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Auditor's 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 ZERO TO THREE's 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 ZERO TO THREE's 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:

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

o 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 ZERO TO THREE's compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

e Obtain an understanding of ZERO TO THREE's 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 ZERO TO THREE's 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.

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
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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.

Bethesda, Maryland
February 23, 2024
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ZERO TO THREE: National Center for Infants, Toddlers and Families
Schedule of Findings and Questioned Costs
Year Ended September 30, 2023
A. Summary of Auditor's Results
Financial Statements
Type of report the auditor issued on whether the financial

statements audited were prepared in accordance with generally
accepted accounting principles: Unmodified

Internal control over financial reporting:

¢ Material weakness(es) identified? Yes X No

o Significant deficiency(ies) identified? Yes X None reported

Noncompliance material to financial statements
noted? Yes X No

Federal Awards
Internal control over major federal programs:

¢ Material weakness(es) identified? Yes X No

¢ Significant deficiency(ies) identified? Yes X None reported

Type of auditor's report issued on compliance for major federal
programs: Unmodified

Any audit findings disclosed that are required to
be reported in accordance with 2 CFR Section
200.516(a)? Yes X No

Identification of major federal programs:

Assistance Listing Number(s) Name of Federal Program or Cluster

93.575 CCDEF Cluster - Child Care and Development Block
Grant

93.872 Tribal Maternal, Infant, and Early Childhood Home
Visiting

93.110 Maternal and Child Health Federal Consolidated
Programs

Dollar threshold used to distinguish between Type A and Type B
programs: $750,000

Auditee qualified as low-risk auditee Yes X No
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ZERO TO THREE: National Center for Infants, Toddlers and Families
Schedule of Findings and Questioned Costs
Year Ended September 30, 2023
B. Financial Statement Findings
None reported
C. Federal Award Findings and Questioned Costs

None reported
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