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Abstract 

This paper examines the relation between the auditor specialization and the financial reporting quality of not-for-profit organizations (NFPs). Although prior studies have documented that NFPs audited by accounting firms specialized in NFPs tend to have higher 

financial reporting quality, this study complements this literature by hand collecting the data. For fifty NFPs audited by Big 6 accounting firms and the other fifty audited by non-Big6 that I randomly selected from an intersection of SOI files (Statistics of Income) 

from National Center for Charitable Statistics (NCCS) and Federal Audit Clearinghouse (FAC) files, I hand collected annual reports, number of pages, number of financial statements, and number of accounts in an annual report. The results suggest that NFPs 

audited by Big 6 firms are larger in size and are more likely to have an annual report. However, contrary to my expectation, there was no significant difference between NFPs audited by Big6 and those audited by non-Big 6 in terms of number of pages, financial 

statements, and accounts in an annual report. Although the statistical analysis based on one hundred randomly selected observations results in no difference, I find that NFPs audited by Big 6 publish a qualitatively better annual report than those audited by non-

Big 6. 

Limitation of the Study 

Even though the differences in terms of number of pages, number of financial statements, and number of accounts between the annual reports audited by Big 6 auditors compared to Non-Big 6 auditors are statistically insignificant, I observe that those financial 

statements audited by Big 6 auditors are indeed more succinctly presented, and hence, are easier for users to read. Therefore, I will increase the sample size to 500 observations in order to obtain more consistent results before reaching the conclusion regarding the 

relationship between the auditor size and the quantitative characteristics of NFPs' annual reports. 
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Quantitative Aspects of Annual Reports Audited by 
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Qualitative Comparison 

Mean 0.50 27.4 3.6 54.2

Min 0.00 13.0 2.0 27.0

Med 0.50 26.0 3.0 55.0

Max 1.00 80.0 7.0 94.0

Mean 0.34 32.3 3.9 63.9

Min 0.00 13.0 2.0 44.0

Med 0.00 28.0 4.0 63.0

Max 1.00 104.0 9.0 95.0

0.05 not significant not significant not significant
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Statement of Activities Year Ended September 30, 2010 and 2009

CALIFORNIA ASSOCIATION FOR RESEARCH IN ASTRONOMY

Audited by KPMG LLP

COLLEGE OF ST. SCHOLASTICA, INC.

Audited by Larson Allen LLP

Statement of Activities Year Ended June 30, 2010 and 2009


