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INTRODUCTION

The National Association of State Boards of Accountancy (NASBA) has gathered data on CPA
examination candidates since 1982 and began publishing reports on performance and selected
characteristics in 1985. This book reports on the Uniform CPA Examinations given in May and
November 1997.

NASBA is able to offer this report through the voluntary participation of individual boards of
accountancy and the cooperation of the American Institute of Certified Public Accountants (AICPA),
which prepares and grades the Uniform CPA Examination for the 54 U.S. jurisdictions. To participate
in the study, a board of accountancy distributes a questionnaire to each examination candidate
requesting biographic and demographic information. Completed questionnaires are sent by the
boards to NASBA at the conclusion of each May and November examination. Candidate information
is entered info a computer system and matched against examination grades to generate statistical
reports of performance. The identities and grades of individual candidates are kept confidential.

Tabular reports for the examinations given in 1997 are presented following this commentary.
The 13 reports for each examination are consistent in topic and format with those presented from
1994 10 1996. In all of the tabular reports, as well as in this commentary, performance is defined in
terms of a passing score of 75 or above. All four subjects (Auditing [AUDIT], Business Law and
Professional Responsibilities [LPR], Financial Accounting and Reporting-Business Enterprises [FARE],
and Accounting and Reporting-Other Areas [ARE]), must be passed for a candidate to successfully
complete the examination. It should be recognized, however, that achieving a score of 75 or above
does not assure the candidate of earning credit for a particular examination subject. This is due to
conditioning requirements, which vary among jurisdictions and make the granting of credit dependent
on passing two or more subjects and/or achieving a minimum score on the subjects failed.

Conditioning requirements and credit earned have not been considered in preparing this report.



The tabular reports show the percentages of candidates earning passing scores on each
individual subject, passing all of the subjects taken, passing none of the subjects taken, and passing at
least one, but not all, of the subjects taken. Again there are variations among jurisdictions. Most
jurisdictions require first-time candidates to take all four subjects and repeat candidates to take all
remaining subjects. However, five jurisdictions are not as strict; in these jurisdictions, candidates may
take fewer than all of the subjects for which they are eligible and receive grades only in the subjects
completed. This latter approach tends to enhance a jurisdiction’s passing rates, both in the individual
subjects and especially in the “all subjects taken” category. In these jurisdictions candidates can
concentrate on specific subjects, and may be credited with passing all subjects (for purposes of these
reports) even if they attempted fewer than the number required in most jurisdictions. This issue is
addressed more extensively in the discussion of performance by jurisdiction and Report 4, which shows
candidates taking all four subjects and passing all four subjects.

As a general rule, one must exercise caution in drawing conclusions from data of this nature.
While examination scores are taken directly from AICPA and NASBA records and thus are accurate,
candidate characteristics are accepted as reported by the candidates themselves. Other than an
independent determination of first-time status for those candidates registering through NASBA’s CPA
Examination Services Division, no attempt is made to verify candidate representations, nor to edit the
candidate data for reasonableness. Undoubtedly, there are situations where candidates intentionally
or unintentionally omit or misrepresent data. As noted where appropriate, such misstatements
probably vary based on the characteristic involved.

As in prior years, this commentary has been prepared by Park E. Leathers, Ph.D., CPA, Ernst &
Young Professor Emeritus at Bowling Green State University. The comments are those of Professor

Leathers and do not represent an official interpretation of the data by NASBA.



TRENDS IN EXAMINATION PARTICIPATION

Considering both May and November together, the total number of CPA examination
candidates held steady from 1996 to 1997. There was a decrease in number of candidates at these
two examinations, from 121,933 to 121,443, but this is slight (less than half a percentage point)
compared to earlier declines in the 1990s. However, the total number of 1997 candidates was 15
percent lower than that experienced in 1990, the all-time high for examination participation.

The number of first-time candidates increased by six percent in 1997. On its face, this is
good news for the profession, but the observation probably is illusory. The increases in 1997 primarily
occurred in jurisdictions in the process of adopting the requirement that candidates have 150 hours of
higher education and likely will be offset by decreases in first-time candidates next year. First-time
candidates typically rush to get into the examination process right before imposition of the 150-hour
requirement; thus they are less numerous right after it comes into effect. For example, Kansas {which
adopted the requirement on June 30, 1997) had 463 first-time candidates in May 1997 (compared to
158 the previous year) and only 25 first-time candidates in November 1997 (compared to 239 in
November 1996). There are offsets from year to year based on this factor (Louisiana’s numbers
decreased from 1006 firsi-time candidates in 1996 to 169 in 1997), but 1997 was a year in which
150-hour requirements were imposed or imminent in a number of jurisdictions, including particularly
large ones such as Georgia and Texas. The 150-hour requirement will continue to be a strong
influence on the number of first-time candidates in the next few years, particularly in the 1999-2001
period.

Just as the effect of the 150-hour requirement nullifies any observations on the trend in
number of first-time candidates, it also casts doubt on the meaningfulness of two other observations
for 1997: (1) That first-time candidates constitute a higher proportion of total candidates than in prior

years (38 percent in 1997, compared to 35 percent in 1996 and 34 percent in 1995), and (2) That



more first-time candidates are taking the examination in November than in May (59 percentin 1997,

compared to 55 percent in both 1996 and 1995). In each of these situotions, it is the transitional

150-hour stotes, particularly Georgia and Texas, that probably were the primary cause of the

observed effect, rather than any nationwide trend.

A NATIONAL VIEW OF PERFORMANCE

Jurisdictional ond national passing percentages by subject and overall are presented in

Reports 1, 2, ond 3. National percentages for the past two yeors are summarized below.

NATIONAL PASSING PERCENTAGES BY SUBJECT AND OVERALL

First-time condidates:
Auditing (AUDIT)
Business Law & Professional Responsibilities
{LPR}
Financial Accounting & Reporting-Business
Enterprises {FARE)
Accounting & Reporting-Other Areas {ARE)

All subjects token
Some subjectis}, not oll
No subjects

Repeat condidates:
Auditing (AUDIT)
Business Low & Professional Responsibilities
{LPR)
Financial Accounting & Reporting-Business
Enterprises {FARE)
Accounting & Reporting-Other Areas (ARE)

All subjects taken
Some subject{s}, not all
No subjects

All candidates:
Auditing {(AUDIT}

May
29.5%

31.1

30.8
29.8

15.5%
30.7
53.8
30.7%
31.2

29.9
30.1

28.1%

26.7
451

30.2%

199

1997
Novernber May Novernber
31.0% 27.2% 26.5%
31.9 30.6 28.4
32.3 28.4 241
20.5 27.7 228
16.3% 15.1% 12.5%
30.4 28.0 27.9
53.3 56.9 59.6
33.4% 33.8% 35.8%
37.8 34.9 351
34.3 26.7 726.7
335 30.5 29.3
30.6% 28.8% 26.5%
28.9 272 299
40.5 44 0 43.6
32.3% 30.9% 31.1%



Business Law & Professional Responsibilities

{LPR} 312 351 33.0 31.7
Financial Accounting & Reporting-Business

Enterprises {FARE} 303 33.4 27.4 2572
Accounting & Reporting-Other Areas {ARE) 30.0 317 29.3 261
All subjects taken 23.9% 25.3% 24.2%  20.8%
Some subjeci(s}, not all 28.1 29.5 27.5 29.0
No subjecis 48.1 452 48.3 50.2

Nineteen ninety-seven was a relatively poor performance yeor for the candidates, particularly
for those taking the examination for the first fime. In both May and November the first-time group
showed declines in passing percentages from 1996 in each of the four subjects faken, for all subjects
iaken, and for some subjects, not all. Declines in passing percentages were particularly sharp in
November, especially on the FARE examination {down from 32.3 percent io 24.1 percent) and the ARE
examination [down from 29.5 percent to 22.8 percent). The November 1997 12.5 percent rate for
passing all subjects was the lowest observed for firsi-time condidates since NASBA began publishing
these data in 1985. All-time lows (since 1985) also were recorded for firsi-ime candidates in each of
the subject examinations, with the exception of Business Law and Professional Responsibilities.

Much of the November 1997 performance decline is aftributable to the jurisdictions with
increased candidate enrollment because of the imminence of the 150-hour requirement. Many of
these last-minute candidates apporently were ill-prepared. Nebraska is an egregious example. In
November 1997, 90 percent of its first-time candidates failed all subjects. This compares to 56
percent in November 1996. Similar effects were observed in other jurisdictions in the midst of change,

including Texas and Georgia, the largest two.

Results were more mixed for repeat candidates. The passing percentages on the AUDIT

examination increased in both May and November 1997, but the corresponding percentages for FARE



declined for both examinations. The change for the FARE examination was particularly large, with the
passing percentage for repeat candidates decreasing from 34.3 percent in November 1996 to 26.2

percent in November 1997.

In recent years the LPR examination has been the easiest for both first-time and repeat
candidates. This advantage prevailed again in 1997, but repeat candidates continue to do nearly as
well in Auditing. First-time candidates traditionally have performed better on the FARE examination
than repeat candidates and have been stronger in this subject than in AUDIT and ARE. AUDIT
remained difficult for them in 1997 (compared to the repeat candidates), but performance on this
examination did not deteriorote as much as it did for FARE and ARE.

Average passing rates under the 1994-97 CPA examination format are compared in the table
following to the rates achieved under the examination format used during the 1985-93 period. Thus
far, first-time candidates are not faring as well under the new format as they did under the old,
particularly in terms of passing all subjects taken. Repeat candidates, on the other hand, are
performing better. Among the individual subjects, only the LPR examination shows increases from the
previous format, but AUDIT has decreased only slightly. The biggest declines in passing percentages

are for FARE and ARE, especially for first-time candidates.



COMPARISON OF AVERAGE

PASSING RATES

First-time candidates:
All subjects taken
Some subjects
All or some
No subjects

Repeat candidates:
All subjects taken
Some subjects
All or some
No subjects

COMPARISON OF PASSING RATES BY SUBJECT

First-time candidates:
Auditing (AUDIT)
Business Law
Business Law & Professional Responsibilities
(LPR)
Accounting Theory
Financial Accounting & Reporting-Business
Enterprises (FARE)
Accounting Practice
Accounting & Reporting-Other Areas (ARE)

Repeat candidates:
Auditing (AUDIT)
Business Law
Business Law & Professional Responsibilities
(LPR)
Accounting Theory
Financial Accounting & Reporting-Business
Enterprises (FARE)
Accounting Practice
Accounting & Reporting-Other Areas (ARE)

1985-93

20.6%
28.1
48.7
51.3

28.4%
26.6
55.0
45.0

1985-93

30.2%
31.5

33.1

33.5

34.3%
33.9

30.9

31.7

1994-97

15.8%
30.4
46.2
53.8

28.8%
28.2
57.0
43.0

1994-97

29.9%

31.6

30.8

29.1

34.0%

34.8

30.2

30.6

A maijority of all candidates, i.e., first-time and repeat taken as a group, take all four subjects,

since all but five jurisdictions require first-time candidates to take all subjects and repeat candidates to

take all subjects for which conditional credit has not been earned. More than 50 percent of first-fime



candidates fail all subjects, and those passing just one subject do not earn conditional credit in any
jurisdiction. Thus, a large number of the repeat candidates also are taking four subjects.

Report 4 summarizes the performance of candidates taking all four subjects and passing all
four subjects by jurisdiction and in total. Jurisdictional effects are discussed in the next section. On an
overall basis, Report 4 shows that 60 percent of all May 1997 candidates and 65 percent of all
November 1997 candidates took all four subjects. Of these, 9.5 percent passed all four subjects in
May and 8.9 percent passed all four in November. The percentage of candidates taking all four
subjects was higher in 1997 than in 1996, and the percentage passing all four subjects was lower,
particularly in November 1997. Once again, this is an effect largely attributable to candidates in
jurisdictions on the verge of changing to the 150-hour educational requirement.

The passing percentages for candidates taking all four subjects are lower than those for first-
time candidates passing all subjects (Report 1). Although some of this difference may arise because a
substantial number of first-time candidates take fewer than four subjects (as discussed in the next
section), primarily it indicates that, in general, repeat candidates who take all four subjects are not as
well-prepared as first-time candidates as a group.

PERFORMANCE BY JURISDICTION

After each examination, NASBA recognizes as "honor roll states" those jurisdictions whose

candidates have achieved passing grades in every subject at a rate that is higher than the national

average. The honor roll states for 1997 are presented on the next page.
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Honor Roll States

May 1997 November 1997
Arizona Alabama
California Arizona
Colorado Calitornia
Florida Colorado
Georgia Delaware
{llinois Florida
lowa linois
Minnesota Indiana
Nevada Minnesota
New Hampshire Nevada
New York New York
North Dakota North Dakota
Oregon Ohio
Utah Oregon
Vermont Tennessee
Washington Utah
Wisconsin Virginia
Washington
Wisconsin

Not surprisingly, many of the above states appear among the top performers in the tables
presented on the following pages. However, these tables include first-time candidates only, whereas
the honor roll incorporates performance for all candidates. Moreover, a jurisdiction's candidates may
perform very well on a particular subject but below average on one or more other subjects, thus not
achieving the honor roll designation for that state.

In the first table, the 10 highest ranking jurisdictions are listed by overall success of first-time
candidates passing all subjects. The other four tables show the five jurisdictions with the highest
rankings by examination subject. These data are presented only as a matter of interest, and
conclusions as to quality should be avoided. Many factors, in addition to candidate ability and
preparation, affect the performance of a jurisdiction's candidates. These include variations in eligibility
to take the examination (particularly in relation to academic background), the number of subjects for

which the candidate may register, and conditioning requirements.



Of the 15 jurisdictions listed in one or both of the listings of highest-ranking jurisdictions for

candidates passing all subjects, 11 appeared on the same set of lists in 1996, Of the newcomers, the

most noteworthy performance is that of Konsas, whose 25 firsi-time condidates {the first to sit under

the exponded educational requirement} ranked at the top in November.

SUCCESS RANKING BY JURISDICTION

First-time Candidates Passing All Subjects Taken

Percentage Percentage
Rank Jurisdiction Passing Rank Jurisdiction Passing
MAY 1997 NOVEMBER 1997
] Minnesota 30.2 1 Konsas 32.0
2 lowa 27.7 2 Utah 29.6
Wisconsin 277 3 District of Columbia 28.2
4 Utah 26.9 4 Wisconsin 26.3
5 Florida 26.1 5 Oregon 26.1
6 Vermont 250 & Florida 258
7 Nevada 241 7 Nevada 23.6
8 Colorado 22.3 8 Minnesota 22.2
9 Hinois 21.8 ? Wyoming 21.7
10 North Caroling 21.0 10 Montana 20.3
First-time Candidates Passing Auditing (AUDIT)
Percentage Perceniage
Rank Jurisdiction Passing Rank durisdiction Passing
MAY 1997 NOVEMBER 1997

[ Vermont 50.0 ] Alabama 52.5
2 Minnesota 482 2 Florida 51.0
3 Florida 44.5 3 Utah 50.7
4 Wisconsin 442 4 Nevada 47.2
5 Utah 418 5 Wisconsin 459

10|



First-time Condidates Passing Business Law & Prafessional Responsibilities (LPR)

Percentage Percentage
Rank Jurisdiction Passing Rank Jurisdiction Passing
MAY 1997 NOVEMBER 1997

1 New Hampshire 52.0 1 Florida 50.6
2 Wisconsin 48.0 2 Minnesota 44.3
3 Florida 47.4 Nevada 44.3
4 Minnesola 46.7 4 Oregon 44,2
5 District of Columbia 44 .4 5 Wisconsin 43.7

First-time Candidates Passing Financial Accaunting & Reparting-Business Enterprise (FARE)

Percentoge Percentage
Rank Jurisdiction Passing Rank Jurisdiction Passing
MAY 1997 NOVEMBER 1997
] Utch 56.7 ] Wisconsin 46.3
2 Minnesota 53.5 2 Utah 451
3 Nevada 48.3 3 Nevada 44.8
4 lowa 47.3 4 Minnesotq 42.0
5 Florida 45.2 5 Oregon 41.9
First-time Candidates Passing Accaunting & Reporting-Other Areas
Percentage Percentage
Rank Jurisdiction Passing Rank Jurisdiction Passing
MAY 1997 NOVEMBER 1997
1 Utah 61.2 } Utah 47.9
2 Minnesolg 46.7 2 Florida 449
3 New Hampshire 440 3 Wisconsin 43.7
4 fowa 43.0 4 Vermont 42.9
5 Wisconsin 41.4 5 QOregon 40.8

in 49 of the 54 CPA examination jurisdictions, candidates are required to take all subjects not

previously conditioned. In other words, first-fime condidates in these jurisdictions must take all four

pred



examination subjects, and repeat candidates without conditional credit tor any subjects also must take
all four subjects. Almost without exception, the majority of candidates in these 49 jurisdictions are
taking all four subjects. The exact proportion in a particulor jurisdiction depends upon the relative
number of firsi-time candidates and how many of the repeot candidates have earned conditional
credit. For these 49 jurisdictions in fotal, 75 percent of 1997 exomination candidates were toking all
four subjects.

Five jurisdictions do not require that candidates take all four subjects. In three of these (New
Mexico, Pennsylvania, and the Virgin Islands) the effects are relatively minor. in the other two,
California and New York, substantiolly fewer candidates toke oll four subjects.  The proportion of
1997 candidates taking all four subjects in California was 27 percent, and in New York it was 16
percent.

Other things equal, candidates who take fewer than four subjects are more likely to pass all of
them than if they take all four subjects at once. The “all subjects pussed” percentage is based on the
number of subjects taken, ond a candidate passing two subjects of two taken is treaied the same os
one passing four of four. Candidates who take fewer than four subjects also should perform better on
individual subjects because they can concentrate on preparation for just these subjects. This
circumstance causes a degree of incomparability in Reports 1 fo 3 and is the basis for providing Report
4, which compares the number of condidotes taking ofl subjects to total candidates in each jurisdiction
and shows the percentage of these candidates who achieved examination success on oll four subjects,

The following table {drawn from Report 4) lists the highest-ranked jurisdictions in terms of
percentage of candidotes faking ol four subjecis and passing all four subjects. Note that there is
considerable congruence between this ranking and the first table in this section of the report, which lists

the top 10 jurisdictions for first-fime candidates passing all subjects taken.



Candidates Taking All Four Subjects
and Passing All Four Subjects

MAY 1997 NOVEMBER 1997
Percenfoge Percentage

Ronk Jurisdiction Passing Rank Jyrisdiction Passing
] Minnesota - 219 1 Utah 23.9
Wisconsin 21.9 2 Wisconsin 21.7
3 lowa 21.7 3 Oregon 20.5
4 Utah 19.4 4 Nevado 18.3
5 Colorado 17.4 5 Minnesota 17.6
& Florida 17.0 6 Florida 17.5
7 {llinois 15.5 7 Delaware 15.8
8 Nevado 14.7 g Arizong 14.5
9 Washington 13.9 9 Washington 13.5
10 Vermont 10 Hinois 12.5

COLLEGE AND UNIVERSITY DATA
Graduates from more than 1000 colleges and universities are represented among the
candidates for the Uniform CPA Examination. {See the School Index, Report 13, for a complete listing
of the schools and the total number of candidates from each school.) NASBA summarizes examinotion
performance {by subject and overall} {or each school with five or more condidates in a particular
category. These dafa are presented in the following statistical reports:
12-A First-time Candidates Without Advanced Degrees by School
12-B First-tirme Candidates With Advanced Degrees by School
12-C Repeat Candidates Without Advanced Degrees by School
12-D Repeat Candidotes With Advanced Degrees by School.
The desirability of reporting these data is somewhat controversial. NASBA does not claim that
these dato {or the ronkings) are indices to overall educational quality. Nor does it believe that an
institution's primary purpose is to prepore candidates for the CPA exomingtion, or thot schools should

necessarily concentrate on improving their relative standings. Moreover, many of the factors affecting

kN



examination performance are beyond the control of the accounting faculty. These factors include the
general scholastic ability of the institution's students, the number and relative ability of the students
from that institution who take the examination, the time lapse from graduation before candidates
choose to take the examination, other formal and informal preparation undertaken by candidates, the
university's general educational requirements and preparation, and the jurisdiction's requirements for
examination eligibility and conditioning.

On the other hand, there is wide interest in these data. Schools are understandably curious
about how they performed and how they compare to their peers. In the absence of this survey, the
information likely will be surmised and reported in an ad hoc, less comprehensive manner. There also
will be pressure on state boards of accountancy to produce these data, as many previously did. The
purpose of NASBA’s reporting of these data is to provide information. The importance to be attached
to this information, and the use to be made of it, if any, is left to the individual reader.

INSTITUTIONAL REPRESENTATION

Once again in May 1997 the most first-time candidates without advanced degrees were from
the University of lllinois-Urbana (the leader in this category for May since 1989), and the most first-
time candidates with advanced degrees were from the University of Texas-Austin (the leader since May
1995). In November 1997, the most first-time condidates without advanced degrees came from
Georgia State University, replacing the University of Maryland-College Park (the leader since
November 1994), and the most first-time candidates with advanced degrees were from Brigham
Young University, which last led in November 1995. The listing on the next page summarizes the
colleges and universities with the most candidates in each of these categories.

There were 196 institutions with 20 or more first-time candidates without advanced degrees in
May 1997 and 283 in November 1997. There were 49 institutions in May 1997 with 10 or more first-

time candidates with advanced degrees and 66 in November 1997.
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RANKING OF COLLEGES AND UNIVERSITIES
BY NUMBER OF FIRST-TIME CANDIDATES

NOVEMBER 1997

Number

Ran

School

Candidates Without Advanced Degrees

MAY 1997
Rank School
1 University of Hllinois-Urbana
2 Baruch College of CUNY
3 University of Northern lowa
4 Georgia State University

Texas A & M University

251
111
109
104
104
102
102
100

99

97

—

OV ONO-O B W) -

Georgia State University

University of Maryland-College Park
University of Houston

University of Texas-San Antonio
Texas A & M University

Baruch College of CUNY

University of Puerto Rico-Rio Piedras
Kennesaw State University

University of Nebraska-Lincoln
California State University-Hayward

Candidates With Advanced Degrees

119
67
66

6 Indiana University-Bloomington
University of Maryland-College Park

8  University of Washington

9  Kansas State University
10 lllinois State University

] University of Texas-Austin

2 Texas A & M University

3 Brigham Young University

4 North Carolina State University - Raleigh 48
5  University of Florida

46

O A WN —

Brigham Young University
Northeastern University

University of North Carolina-Chapel Hill

University of Southern California
Georgia State University
University of Alabama-University
University of Florida

INSTITUTIONAL PASSING RATES

Number

257
182
174
169
165
163
149
145
126
122

52
48
44
43
42
42
42

The schools with the highest passing percentages for first-time candidates on individual examination

subjects are listed below for the May 1997 and November 1997 examinations. The eligibility criterion for an

institution's inclusion on the lists is ot least 20 graduates with baccalaureate degrees or 10 candidates with

advanced degrees. Schools are excluded if it is determined that there were fewer than the required number of

candidates on the subject involved.
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RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING INDIVIDUAL EXAMINATION SUBJECTS

MAY 1997 NOVEMBER 1997
Percentoge Percentage
School Passing Rank School Passing
Condidates Without Advanced Degrees
Auditing (AUDIT)
University of Northem lowa 71.6 1 University of Nevada-Reno 65.0
Florida International University 62.8 2 University of Pennsylvenia 62.1
5t. Louis University 60.0 3 University of Michigan-Ann Arbor 60.5
Northern Hlinois University 58.6 4 (Georgetown University 60.0
University of Wisconsin-Madison 580 5 University of Wisconsin-Whitewater 58.8
Business Low & Professionol Responsibilities (LPR)
Florida International University 69.8 1 Touroc College 73.9
University of Northern lowa 67.0 2 Golden Gate University 71.4
Touro College 66.7 3 New York University 66.7
Oklahoma State University 60.0 4 Waest Chester Universily of
University of Hllinois-Urbana 60.0 Pennsylvanic 63.0
5  louisiona State University-A & M 60.0
University of Wisconsin-La Crosse 60.0
Finonciol Accounting & Reporting-Business Enterprises (FARE)
Florida International University 74.4 1 Florida Atlantic University 63.6
University of Northern lowa 67.6 2 University of Florida 62.3
University of Minnesota-Minneapolis 660 3 Touro College 591
Towson State University 65.4 4 University of Wisconsin-Madison 58.2
University of lowo 60.0 5 University of Wisconsin-Whitewater 55.9
Accounting & Reporting-Other Areos (ARE)
Mofstra University 75.0 1 Touro College 63.6
Floride Infernational University 69.8 2 University of lowa 60.0
University of Wisconsin-Whitewater 68.0 3 Woalsh College 554
University of lowo 61.3 4 University of Wisconsin-Oshkosh 54.3
University of Northern lowa 60.6 5 Oregon Stote University 52.4



Candidates With Advanced Degrees

Percentage Percentage
Rank School Passing Rank School Passing
Auditing (AUDIT)
1 George Washington University 90.9 1 Florida State University 81.3
Wake Forest University 90.9 2 Florida Atlantic University 80.0
3 University of Virginia 75.0 University of Maryland-College Park 80.0
Business Law & Professional Responsibilities (LPR)
1 George Washington University 90.9 1 Florida Atlantic University 80.0
2  Wake Forest University 84.8 2  University of South Florida 76.2
3 University of Virginia 75.0 3 Florida State University 75.0
University of Florida 75.0
Financial Accounting & Reporting-Business Enterprises (FARE)
1 George Washington University . 100.0 1  University of South Florida 81.0
Wake Forest University 100.0 2 Florida Atlantic University 80.0
3 University of Virginia 83.3 3 Florida State University 75.0
Accounting & Reporting-Other Areas (ARE)

1 Wake Forest University 93.9 1  University of Washington 90.9
2 George Washington University 90.9 2  University of South Florida 81.0
3 State University of New York at Buffalo 75.0 3 Florida Atlantic University 73.3

The following table lists the 10 schools whose first-time candidates without advanced degrees had
the 10 highest passing rates for all subjects taken. It also includes schools that had the five highest
passing rates among first-time candidates with advanced degrees. To be eligible for the lists, an
institution must have had at least 20 graduates with baccalaureate degrees among s first-time
candidates or 10 first-time candidates with advanced degrees.

The earlier comments on mandatory participation of first-time candidates in all four subjects are
pertinent here. Schools may have a reporting advantage, certainly in terms of percentage passing all
subjects taken and somewhat on individual subjects, if their graduates take the examination for one of
the jurisdictions (California, New Mexico, New York, Pennsylvania and the Virgin Islands) that do not

require that first-time candidates take all four subjects. To compensate for this factor, at least in part,
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schools have been omitted from the listing below if the percentage passing all subjects exceeds the
percentage passing any individual subject or if the passing percentage for an individual subject

indicates that fewer than the required number of candidates took this subject.

RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING ALL SUBJECTS TAKEN

MAY 1997 NOVEMBER 1997
Percentage Percentage
Rank School Passing Rank School Passing

Candidates Without Advanced Degrees

1 University of Northern lowa 514 1 Golden Gate University
2 Florida International University 48.8 2 University of Tennessee-Knoxville
3 University of Wisconsin-Whitewater 48.0 3 Florida Atlantic University
4 University of lllinois-Urbana 42.6 4 University of Wisconsin-Madison
University of Minnesota-Minneapolis 42.6 5 University of Wisconsin-Whitewater
6 University of Nevada-Las Vegas 42.3 6 University of Wisconsin-La Crosse
7 University of Wisconsin-Madison 34.8 7 University of Florida
8 Towson State University 33.3 8 University of Wisconsin-Oshkosh
University of Georgia 33.3 9 University of Nevada-Las Vegas
10 University of Wisconsin-Milwaukee 32.8 10 James Madison University
Candidates With Advanced Degrees
1 George Washington University 90.9 1 Florida State University
2  Wake Forest University 78.8 2 University of South Florida
3 University of Virginia 66.7 3 Florida Atlantic University
4 Texas A & M University 52.2 4 Baruch College of CUNY
5 DePaul University 52.0 5 University of Washington

Among institutions providing candidates without advanced degrees, eight of the leading 10
performers in May 1997 had previously appeared on this same list (these rankings have been
compiled since 1985). The two newcomers were the University of Nevada-Las Vegas and Towson
State University. The University of lllinois-Urbana has been on the May listing for six consecutive years,
the University of Northern lowa for four consecutive years, and Florida International University for three

consecutive years.
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Three of the five leading institutions providing first-time May 1997 condidates with advanced
degrees were newcomers fo the listing: George Washington University, Wake Forest University, and De Paul
University. The first two of these institutions turned in phenomenal performances. Ten of the 11 George
Washington first-time candidotes passed all subjects. Wake Forest's all-subject passing percentage was
somewhat lower, but its performonce also was impressive, given that it had 33 first-time candidates.

There also were two newcormers to the November 1997 Top-10 performance listing of institutions.
providing first-time candidates without advanced degrees: the University of Tennessee-Knoxville and James
Madison University. Florida Atlantic made its first finish omong the leading five performances by institutions
providing advanced-degree holders. Once again, as in 1996, the November 1997 rankings reveal o
noteworthy degree of domination by institutions from two stotes, Florida and Wisconsin.

The following table recognizes those schools that hove been listed four or more times among the
top 10 undergraduate institutions or top five graduate institutions, bosed upon percentages of first-time
candidates passing all subjects taken, during the past 10 years (20 examinations] from 1988 to 1997.

COLLEGES AND UNIVERSITIES WITH THE HIGHEST PERCENTAGE
OF CANDIDATES PASSING ALL SUBJECTS TAKEN

1988-1997
Candidates Without Advunced Degrees Candidates With Advanced Degrees

School Listings School Listings
University of Pennsylvania 13 University of South Florida 12
University of Wisconsin-Madison 12 Baruch College of CUNY 8
Northern Hlinois University 1 University of Michigan-Ann Arbor 8
University of Michigan-Ann Arbor 10 University of Texos-Austin 7
University of Northern lowa 9 State University of New York of Buffalo
Montana State University 8 University of California-Los Angeles 5
University of Hinois-Urbana 7 University of Denver 5
University of Wisconsin-Whitewater 7 University of Wisconsin-Madison 5
University of Florida 6 University of Central Florida 4
University of Minnesoio-Minneapolis 6 University of Florida 4
ldaho State University 4
University of Californio-Los Angeles 4
University of Wisconsin-La Crosse 4



CHARACTERISTICS OF CANDIDATES

A primary impetus for this survey is to gather information on the characteristics of the CPA examination
candidate population, relate these characteristics fo examination performance, and identify changes and
frends in the pattern of choracteristics. Three questions in the candidate questionnaire address the nature of
the candidate’s educational background. The first of these, summarized in Report 5, asks for academic
degrees eamed to date or expected to be earned in the 120 doys subsequent to the examination. The
second (Report 8) requests total semester hours earned or o be earned within 120 doys. The third {Report 7)
relates fo semester hours in accounting earned or 1o be earned within 120 days. Other questions in the
questionnaire are designed to gather data on academic aptitude examination scores, the SAT, the ACT, the
GRE, and the GMAT {Reports 8 and 9}, participation in CPA examination coaching courses {Report 10), and
the timing of the candidate’s decision to major in accounting (Report 11},

LEVEL OF EDUCATION

The proportion of first-fime candidates with advanced degrees increased from 14 percent in May
1996 1o 14.5 percent in Moy 1997, This compares fovorably with the 9.8 percent experienced for first-time
candidates in May 1990 and reflects the movement in many jurisdictions toward the 150-hour educational
requirement. In November 1997, 12.9 percent of first-time candidates held advonced degrees. This is
chead .Of the 10.7 percent observed in November 1990 but lower than the 13.8 percent experienced in
November 1997, The decline in November 1997 is an aberration primarily aftributoble to the numerous
bachelor’s degree holders who took the examination for the first time on November 1997, in anticipation of
the imposition of the 150-hour requirement in their jurisdictions.

The percentage of repeat candidates with advanced degrees (13.4 percent in 1997} is slighily below
the percentage for first-time candidotes. This is becouse {1) advanced degree holders are more likely to poss
all subjects on the first attempt, and (2) repect candidates who begin faking the examination before the 150-
hour requirement becomes effective in o porticulor jurisdiction ore allowed to complete the examination

within a statutory period, even though they do not have 150 hours of academic education.
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The following table compares the types of degrees held by first-time candidates holding odvanced
degrees in 1997 with the breakdown in 1996 and 1990. Primarily it identifies o movement, away from the
MBA degree, in favor of the master’s in accounting. It is not thot the MBA degree holders are less numerous.
They still constitute nearly 6 percent of the total body of first-time candidates. However, the holders of the

master's in accounting increased from 3 percent of the first-lime candidates in 1990 to almost 7 percent in

1997.
TYPES OF DEGREES HELD BY
FIRST-TIME CANDIDATES WITH ADVANCED DEGREES
199 1996 1997
Doctoral 1.0% 9% 8%
Master's in Accounting 31.0 47.9 49.7
MBA with Accounting Emphasis 25.2 18.8 18.4
MBA with Non-Accounting Emphasis 32.6 23.2 23.5
Non-Business Master's 58 59 4.8
Law Degree 4.4 3.3 2.8
Total 100.0% 100.0% 100.0%

Completion of an advanced degree is associated with sirong CPA examination performance,
parficularly for firs-time candidates. In 1997, 27 percent of first-time candidates who held advanced
degrees possed all subjects. This compares to 12.6 percent for candidates with bachelor’s degrees only.
Among the three major advanced degrees, the leading performers were holders of the moster of accountency
(29.7 percent passed all subjects). Holders of the MBA frailed somewhat: those with a conceniration in
accounting achieved a 25.2 percent pass rate ond the other first-ime candidates with MBAs had a pass rofe
of 22.6 percent. As a group, the holders of non-business master’s degrees, law degrees, and the Ph.D. had
an all-subject pass rate of 27.2 percent.

TOTAL SEMESTER HOURS

Over 30 percent of the first-time candidates in 1997 reported 150 or more semester hours of

academic study, and nearly 20 percent reported more than 160 hours. About 40 percent of the first-time

candidates reported 130 or fewer hours, and only 3 percent reported fewer than 120, The average for oll
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first-fime candidates was 140 semester hours, the same as in 1996. Semester hours for repeat candidates
were slightly lower than for first-time candidates, for the reasons cited in the preceding section.

Among first-time candidates, there was a clear-cut perfformance advantage if one had more than 150
hours. This is consistent with the superiority associated with advanced degrees. First-time candidates with
more than 150 hours had a 64 percent better chance to pass all subjects when compared to those with fewer
than 150 hours, a substantial improvement over the 45 percent advantage observed in 1996. This
advantage was only 13 percent for repeat candidates (the same as in 1996}, not nearly so great a disparity.
The latter results because bachelor’s degree holders achieve higher passing percentages when they repeat
the examination and also because better prepared advanced degree holders tend to pass all subjects the first
time, thus eliminating themselves from the repeat candidate pool.

Semester hours are subject fo reporting error. Besides the normal risk of misunderstanding
instructions or lack of correct recall, there also is a danger that the candidate will incorrectly convert quarter
hours to semester hours or fail to make this conversion when needed.

SEMESTER HOURS OF ACCOUNTING

The average semester hours of accounting for first-time candidates with advanced degrees were 35.2,
up slightly from 1996, and the average reported for first-time candidates without advanced degrees was
30.4 semester hours, the same as the previous year. It is likely that these hours are overstated somewhat,
given the possibility of reporting error discussed in the previous section.

More accounting hours were associated with better examination performance in 1997. Advanced
degree holders with more than 30 hours of accounting had a 13 percent better chance to pass all subjects
taken, and bachelor’s degree holders with more than 30 hours had a 10 percent better chance to pass all
subjects, in both cases in comparison fo candidates with 30 hours or less. However, 1997 was an unusual
vear. Historically more accounting education has not translated into better examination performance,
particularly for bachelor’s degree holders, and the relationship remained weak in 1997.  In part, this may be

attributed to reporting error, particularly if it is the weaker candidates who overstate their semester hours.
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Alternative hypotheses are thot the quantity of hours may be inversely related to the overall quality of the
candidate, considering faciors such as academic aptitude and effectiveness of education or that those
candidates with fewer hours find some way, i.e., greater independent study or participation in CPA coaching
courses, to overcome any deficiency from formal education.

SCORES ON ACADEMIC APTITUDE EXAMINATIONS

NASBA has reported candidate scores on the Scholastic Aptitude Test (SAT) and the American
College Testing examination {ACT) since the inception of its progrom. In 1994, it added scores on the
Graduate Record Examinatfion {GRE} and the Groduate Management Admissions Test (GMAT). Scores and
relotionships to CPA examination performance for first-time candidates are presented in Report 8 for the SAT
and the ACT and in Report 9 for the GRE and the GMAT. A substantial number of firsi-time candidates
report scores on the SAT or ACT, as well as the GMAT. Report 9 shows that far fewer of them have token the
GRE.

The numbers of candidates reporting scores on these examinations ore shown in the following toble.
in some cases, condidates reported only particl scores. Both the SAT and the ACT have considerable
representation among the candidates, but the GMAT is far more popular than the GRE,

It is prabable that the scores reporfed by candidates are biased upward {not only in 1997 but also in
prior years}. These scores ore difficult to remember, and some candidates may feel it to their advontage to
intentionally overstate performance. This measurement bias, if it occurs, tends to diminish the observed
relationship between exomination performance and the academic aptitude scores, a relationship which still is
substantial. An assumption of the study is that this upward bias, to the extent it exists, is consistent from yeor
to year, thus allowing the fracking of trends.

With this caution, the esfimated weighted average scores on these academic achievement
examinations are compared with preceding years in the following table. Scores were generally consistent in
the 1994-97 period, though down a bit for the SAT in 1997, In comparison to 1990, 1997 shows

somewhat greater declines in the SAT scores and minor increases for the ACT. As noted, scores for the
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GMAT and GRE were not gathered in

SAT verbal
SAT maothematics

ACT verbal
ACT mathematics

GRE verbal
GRE guantitative
(GRE analytical

GMAT

1990,

ESTIMATED AVERAGE SCORES
FOR FIRST-TIME CANDIDATES

1990

520
576

23.

5
24.9

1994

511
576

241
254

539
611
593

547

199

]

51
572

24.3
252

526
605
594

545

997

508
569

243
253

531
601
591

549

Higher SAT and ACT scores historically have been strongly associated with improved CPA

examination performance. This trend prevailed in 1997, s did  strong positive association with scores on

the GRE and the GMAT. The following ioble illusirates the trend, which shows the rafio of passing

percentages for first-time candidates to passing percentages for oll firsi-time candidates. Candidotes have

been divided among a high group (scores of 28 ond above on the ACT or 600 and above on the other

examinations), a middle group (24 10 27 on the ACT or 500-599 on the other exominations), and a low

group {23 and under on the ACT or under 500 for the other examinations). A ratio of 1.0 indicates parity

with the overage candidate, so the high ratios cited for the high group ond the low rotios for the low group

are strong indications of the effectiveness of academic aptitude exomination scores as predictors of

examington success,



RATIOS OF FIRST-TIME PASSING RATES

Based on Academic Aptitude Examination Scores

May 1997

SAT Verbal
SAT Mathematics

ACT Verbal
ACT Mathematics

GRE Verbal

GRE Quantitative
GRE Analytical
GMAT

November 1997

SAT Verbal
SAT Mathematics

ACT Verbal
ACT Mathematics

GRE Verbal
GRE Quantitative
GRE Analytical

GMAT
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High

Group

2.25
1.86

2.07
1.87

3.69
3.12
3.00

3.01

3.37
3.41
3.60

3.50

Middle
Group

1.45
.98

2.28
1.62
1.43

1.61

1.41
.98

2.08
1.54
1.51

1.60

Low
Group

75
.53

.66
.54
27
.59

.78

72
43

74
.55
A
.82

.64



SUPPLEMENTARY EXAMINATION PREPARATION

As in recent years, nearly two-thirds of first-time candidates and more than half of repeat candidates reported
participation in a CPA review course in the six months prior to the 1997 examinations. Presumably many of the
repeat candidates participated in review courses at previous times but had not participated just prior to the current
examination. Despite some upward bics in reporting this parficipation, it certainly can be concluded that a
substantial proportion of the candidate body has received preparation outside the formal education system.

The proprietary (privately offered) course was cited by 88 percent of first-time candidates and 90 percent of
repeat candidates who had taken courses, down only slightly from 1996. College sponsored non-credit courses
were prominent for first-time May candidates (13 percent of those taking a course) but less than half as important in
November. Fewer than five percent of repeat candidates with review courses cited the college-sponsored course.
Firm-sponsored courses were the choice of just over five percent of repeat candidates but only half as important,
relatively, for first-time candidates.

Two tables in this section relate the effectiveness of the CPA coaching course preparation (in terms of passing
percentages) to the success of candidates with no review course. The first table is based on total participation in all
three types of review course, and the second details performance by type of course. In both tables, the success level
for those with no course is set at 1. A score above 1.0 shows superior performance for those taking the review
course, and a score below 1.0 indicates performance below those candidates with no course. Referring fo the first
table, for example, first-time 1997 candidates who had a coaching course were 66 percent more likely to pass the
AUDIT section in 1997 and 82 percent more likely to pass the LPR section, in comparison to candidates with no
coaching course. The tables show success comparisons since 1994, the date the current examination format was

adopted, and the average for the 1994-97 period.
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FOR CANDIDATES PARTICIPATING IN CPA REVIEW COURSES

First-Time Candidates

Auditing (AUDIT)

Business Law & Professional
Responsibilities (LPR)

Financial Accounting &
Reporting-Business Enterprises
(FARE)

Accounting & Reporting-

Other Areas (ARE)

Passing all subjects taken
Passing one or more subjects

Repeat Candidates

Auditing (AUDIT)

Business Law & Professional

. Responsibilities (LPR)

Financial Accounting &
Reporting - Business Enterprises
(FARE)

Accounting & Reporting -
Other Areas (ARE)

Passing all subjects taken
Passing one or more subjects

RATIOS OF SUCCESS PERCENTAGES

1.42

1.61

1.73

1.34

1.12

1.15

1.25

1.12

1.41
1.52

1.81
1.33

1.17

1.19
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1996

1.48

1.53

1.46
1.50

1.67

1.12

1.09

1.09

1997

1.66

1.82

1.75

1.73

2.08
1.52

1.21

1.10

1.09

1994.-97
Average

1.52

1.64

1.52

1.57

1.21

1.13

1.15



First-Time Candidates

Auditing (AUDIT)
College-sponsored
Proprietary
Firm-sponsored

Business Law & Professional
Responsibilities (LPR)
College-sponsored
Proprietary
Firm-sponsored

Financial Accounting & Reporting-

Business Entferprises (FARE)
College-sponsored
Proprietary
Firm-sponsored

Accounting & Reporting -
Other Areas (ARE)
College-sponsored
Proprietary
Firm-sponsored

Repeat Candidates

Auditing (AUDIT)
College-sponsored
Proprietary
Firm-sponsored

Business Law & Professional
Responsibilities (LPR)
College-sponsored
Proprietary
Firm-sponsored

Financial Accounting & Reporting -

Business Enterprises (FARE)
College-sponsored
Proprietary
Firm-sponsored

RATIOS OF SUCCESS PERCENTAGES

BY TYPE OF CPA REVIEW COURSE

1.47
1.43
1.37

1.62
1.52

A7

.00
1
.30

.99
21
13

1.56
1.40
1.38

1.71

1.36

1.07
1.28
1.18

1.06
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1.48
1.46
1.31

1.62

1.36

1.01

.96

1994-97
97 Average
1.66 1.52
- 1.66 52
1.92
1.8 1.51
1. 1.67
1.5 1.37
56
51
.39
1.96
1.71
1.40
1.02
1.12
1.02
1.13
1.10



Accounting & Reporting -
Other Areas (ARE)

College-sponsored 1.07 .98 05
Proprietary 1.20 1.10 1.09 1.16
111 1.02 05

Firm-sponsored

On an overall basis, first-time candidates with CPA review courses performed substanticlly better in
1997 than candidates without these courses, and the relative advantage was greater than in recent years.
However, this occurred primarily because the 1997 candidates without courses were more likely to fail than
in prior years, not because passing rates were higher for course participants. For repeat candidates the
relative advantage in 1997 was about the same as in prior years. The data never show as much review
course benefit for repeat candidates, probably because candidates with one or two subjects to pass (the ones
most likely to be successful) are less likely to take review courses in the six months prior to the examination.

Historically, proprietary course participants have outperformed candidates from college-sponsored
and firm-sponsored courses. For first-time candidates this advantage has disappeared under the new format,

except on the LPR section. Proprietary courses continue to benefit repeat candidates more than the other

types of courses on all subjects except Auditing.

DECISION TO MAJOR IN ACCOUNTING

Since 1994 the candidate questionnaire has asked when candidates decided to study accounting.
Report 11 relates the responses of first-time candidates to performance on the examination. Candidates
were given the choices shown in the following table, which averages the responses from 1994 to 1997. (The
“other” choice presumably aftracted those candidates who could not recall with certainty.) Changes over

the four-year period have been minor.
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TIMING OF DECISION TO MAJOR IN ACCOUNTING

1994-97
Graduate Undergraduate
May November May November

In high school or earlier 21.1% 21.4% 39.5% 38.8%
Lower division college 26.2 23.9 37.2 37.2
Upper division college 10.0 10.2 10.5 10.7
After undergraduate degree 32.3 33.9 8.1 8.3
Other 10.4 10.6 4.8 5.0

Not surprisingly, those obtaining graduate degrees decided on accounting at a later time, but close
to half of the candidates in this group had made their decisions by the end of the sophomore year. It is
noteworthy that far more of these individuals were attracted to accounting (and graduate training in
accounting) after graduation than during the last two years of the undergraduate program.

At the undergraduate level, nearly 80 percent had decided on accounting by the end of the
sophomore year. This was equally divided between high school and the first two years of college.

As a general rule, the later one is affracted to accounting, the better he or she performs on the CPA
examination. This trend applies regardless of whether one obtains a graduate degree. First-time 1997
candidates who chose accounting in high school were 32 percent less likely to pass all subjects than the
average candidate. Persons making the selection after the bachelor’s degree had a 49 percent better
chance to pass all subjects.

Although 1994 was the first year that the question was asked in the NASBA program, it was
incorporated by the AICPA in a predecessor program. The former program did not differentiate between
graduate and bachelor’s degree holders, but an aggregation of the graduate and undergraduate responses
allows the comparison presented below. The strong current tendency to make a decision in high school

continues a trend already observed in 1980. Similarly, there has been an ongoing movement toward fewer
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decisions in the first two years {lower division) of college. As compared to 1970, many more 1994-1997

candidates decided upon accounting after the bachelor’s degree, but this change had been accomplished by

1980.
HISTORICAL COMPARISON OF DECISION TO MAJOR IN ACCOUNTING
1970 1980 1994-1997
High school or earlier 29.1% 33.8% 38.9%
Lower division college 53.2 414 37.6
Upper division college 13.2 12.2 11.2
After undergraduate degree 4.5 12.6 12.3
SUMMARY

The 1997 NASBA study of CPA examination candidate characteristics and performance continues a
tradition begun in the early 1980's. In general the results affirm those reported in prior years. Based on four
years of experience with the new examination format, it appears that passing percentages (all subjects) for first-
time candidates may be down, but passing percentages for repeat candidates may be up. As a group,
candidates are performing better on the LPR section, about the same in Auditing, and not as well on the FARE
and ARE sections.

The jurisdictions associated with above-average examination success and the academic institutions with
outstanding results show considerable consistency. The proportion of first-time candidates with advanced
degrees continued to advance slowly in May 1997, but was down sharply in November 1997, due to the
influence of the 150-hour educational requirement on the number of first-time candidates. As the date for
imposition of these requirements approaches, candidates who cannot meet the new educational standard rush
1o get into the examination system. The increase in first-time candidates (which is offset by a decrease at the
succeeding examination) fends to be accompanied by lower percentages of candidates with advanced degrees

and by lower passing percentages in the jurisdictions experiencing the influx of candidates.
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Educational level, scores on academic aptitude examinations, and total semester hours of collegiate
study all were strongly associated with better CPA examination performance, and increased hours of accounting
study also had a positive effect on examination perfformance in 1997. These four characteristics are related. A
candidate with an advanced degree undoubtedly will have more total semester hours and likely will have more
accounting hours and higher scores on academic aptitude examinations. The 1997 reports also show a strong
positive relationship, for first-time candidates especially, between participation in a CPA review course and

performance on the examination.
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