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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 1999,

NASBA is able to offer this repott through the voluntary participation of individual boards
of accountancy and the cooperation of the American Institute of Certified Public Accoun-
tants (AICPA), which prepares and grades the Uniform CPA Examination for the 54 US
jurisdicrions. To participate in the study, a board of accountancy distributes a questionnaire
10 each examination candidate requesring biographic and demographic informarion.
Completed questionnaires are sent by the boards to NASBA at the conclusion of each May
and November examination. Candidate information is entered into a compurer system and
matched against examination grades ro generate statistical reports of performance. The

identities and grades of individual candidates are kept confidential.

Tabular reports for the examinations given in 1999 are presented following this commen-
tary. The 13 reports for each examination are consistent in topic and formar with those
presented from 1994 to 1998. In all of the rabular reports, as well as in this commentary,
performance is defined in terms of a passing score of 75 or abave. All four subjects (Audit-
ing [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 candidare
of earning credit for a particular examination subject. This is because of conditioning
requirements, which vary among jurisdictions and make the granting of credit dependent
on passing two or more subjects and/or achieving 2 minimum score on the subjects failed.
Conditioning requitements and credit earned have not been considered in preparing this

FEPOTT,

The tabular reporrs 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 that firsttime candidates take all four subjects and
that repeat candidates take all remaining unpassed subjects. However, five jurisdictions are
not as stric; in these jurisdictions, candidates rnay take fewer than all of the subjects for
which they are eligible and receive grades only in the subjects completed. This larcer
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 concen-
trate on specific subjects, and may be credited with passing all subjects {for purposes of
these reports) even if they attempt fewer than the number required in most jurisdictions.
This issue is addressed more extensively in the discussion of performance by jurisdiction
and in Report 4, which shows candidates taking all four subjects and passing ail 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 characreristics are accepted as reported by the candidates
themselves. Other than an independent determination of firsctime status for those candi-
dates registering through NASBA’s CPA Examination Services division, no attempt has
been made to verify candidate representations, nor to edit the candidate darta for reasonable-
ness. 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,

In addition to the problems of inaccurate or incomplete candidare questionnaires, there
also are instances when candidates do not submit questionnaires or the questionnaires are
not forwarded to NASBA. This does nor affect narional reporring to a great extent, since
overall participation still is high, but it does understate the number of candidates from
individual colleges and universities. Note that missing and inaccurate questionnaires affect
only tabular reports 5 through 12, many of which show the number of candidates “not
answering.” Reports 1 through 4 are drawn from AICPA and NASBA records and include

all candidates by jurisdiction.

As in prior vears, this commentary has been prepared by Fark 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 offictal interpretation of the data by
NASBA.

TRENDS IN EXAMINATION PARTICIPATION

The total number of CPA examination candidates increased in 1999, a reversal of the
declines that have occurred in the 1990s. In all likelihood this resurgence is temporaty.
Many jurisdictions are implementing the 150-hour educational requirement in 2000, and
this led to a bulge in firsttime 1999 registrations, as candidates rushed to begin the exami-
nation process prior to the enactment of the more stringent educational requirement. This
effect was accentuated by the large decline in candidates observed in 1998 {to a 20-year low),

a result of that year’s implementation of the 150-hour requirement in other jurisdicrions.

Considering both May and November together, the total number of CPA examination
candidates increased over 8 percent from 1998 to 1999, from 116,906 to 126,770. The
increase in first-time candidates was 22 percent, and this was supplemented by a slight rise
in repeat candidates, The rotal number of candidates was the highest since 1994 buc still
was 12 percent lower than rhat experienced in 1990, the all-time high for examination

patticipation. A comparative summary by examination follows,



TOTAL CPA EXAMINATION CANDIDATES

1998 1999 Change

First-Time Candidates

May 15,858 18,00i +13.5%

November 22715 22182 S+2H.R%%

Total 38,573 47,183 +22.3%
Repeat Candidates

May 37.862 38,220 +0.9%%

November 40,471 41,367 A22%

Towl 78,333 79,587 +1.6%
Total Candidates

May 53,720 56,221 +4.7%

MNovermber 63,186 70549 11.7%

Total 116,906 126,770 +8.4%

The following table provides an analysis of the effects of the 1530-hour requirement by
disaggregating first-time candidates among four groups for the 199699 period. The first
group, comprising five jurisdictions implementing 150 hours in 1998, showed the expected
effect — a large rise in number of firsttime candidates in 1997 and an abrupt fall in 1998,
Despite a partial recovery in 1999, the number of first-time candidates in this group remains
72 percent below 1996. Less of a decline was shown by the Texas jurisdiction, which
implemented the 150-hour requirement in the latter part of 1997 (for certification pur-
poses) but allowed first-time candidates to take the examination with a bachelor's degree
through November 1999. The other two groups of jurisdictions both showed increases from
1996 1o 1999. The larger rise, not surprisingly, was observed for the 18 jurisdictions
implementing the 150-hour requirement in the larrer part of 1999 and scheduled for
implementation in 2000. However, the more relevant increase is thar shown for the final
group, which includes the nine jurisdictions that implemented the 130-hour requirement
prior to 1998, the 16 jurisdictions whete implementation is scheduled after 2000, and the
five jurisdictions where the 150-hour requirement has not vet been enacted. The number of
firsttime candidates in this last group showed a minor decline in 1997 but rebounded by

1999 ta a level 8 percent above the candidate count in 1996,




DISAGGREGATION OF FIRST-TIME CPA EXAMINATION CANDIDATES

1994 1997 1998 1999 Change
Five jurisdictions implementing
I50-hour requirement in 1998 3,393 =771 708 953 71.9%
Texas jurisdiction 4,456 6,606 2,988 3,359 -24.6%
{8 jurisdictions implementing
150-hour requirement in 999 11,307 11,381 12,154 17,208 +52.2%
and 2000
Other 38 jurisdictions 23.764 21,918 232,735 25,663 +8.0%
Total first-time candidates 42,920 45.674 38,573 47,183 +9.9%

Note: Texas implemented the | 50-hour requirement in the latter part of 1997 (for certification purposes) but
allowed first-time candidates to take the examination with bachelor’s degrees through November 1999.

The big question for the CPA profession is how the increased educational requirement will
affect the number of examination candidates in the longterm. The experience to date has
shown major declines initially in the number of candidates, and logically there may be some
permanent decline anticipated as the profession becomes more efficient and perhaps relies
on: more non-CPA assistance. In addition, many fear that potential CPAs will be discour-
aged by the higher educational hurdle. The profession, of course, hopes that aspiring CPAs
will rise to the challenge and increasingly embrace the higher standard.

It is too early to know how this will play out, but indicarions thus far are not promising. As
noted above, five jurisdictions implementing the requirement in 1998 had 72 percent fewer
firsttime candidates in 1999 than they had in 1996. A longer view is presented in the
following table, which summarizes the examination participation (in total and as a share of
firsetime candidates) for the five jurisdictions which implemented the 150-hour require-
ment in the mid-1990s (Alabama, Louisiana, Mississippi, Tennessee, and Utah). It com-
pares participation for 2 “normal” pre-dmplementarion year (where “normal” is defined as
the third and fourth examinations prior to implementation), participation in the last two
examinations hefore implementation, participation in the first two examinations after

implementation, and participation in May and November 1999,



PARTICIPATION OF FIRST-TIME CPA EXAMINATION CANDIDATES
FOR FIVE SELECTED JURISDICTIONS

Candidates in R%Eigtf?-i.ln?;al
Five Jurisdictions Candidates
Third and fourth exarninations prior ta
implernentation of 150-hour 3,185 6%

requirerment

Last two examinations before
implenenmton of 150-hour 4,923 10%
requiremsant

First two examinations after

implemenation of 150-hour 678 1.5%
requirement
First-time candidates in | 999 §,308 3%

The table shows the expected pattern — a large increase in first-time candidates just prior to
implementation and an even bigger decline right after implementation. Unfortunately, in
these jurisdictions as well, the numerical recovery of firsttime candidates has proceeded
slowly. In 1999 (from three to six years after the implementation of the 150-hour require-
ment in these selected jurisdictions), the number of first-time candidates was down nearly
60 percent from the “normal” pre-implementation year and the ratio to total firsttime
candidates (for all jurisdictions) was half what it was. This is less of a shortfall in 1999 than
that shown for the five jurisdictions implementing the 150-hour requirement in 1998, but

the net decline still is significant.

The 150-hour requirement will continue to be a major influence on the number of first-
time candidates in future years. Substantial firsetime candidate decreases in 2000 are likely
in the 13 jurisdictions implementing the requirement in 1999 and January 2000. Though
there will be offsetting increases from jurisdicrions adopting the requirement in the latrer
part of 2000 and in 2001, it is probable that the overall number of first-time candidates will
decline in 2000. By 2001, when six more jurisdictions implement the requitement, the
number of firsttime candidates is likely to be down substantially. Recovery of the candidate

count, based on present indications, may take considerable time.




A NATIONAL VIEW OF PERFORMANCE

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

Reports 1, 2, and 3. National percentages for the past two years are suramarized below.

NATIONAL PASSING PERCENTAGES BY SUBJECT AND OVERALL

1998 1999

First-Time Candidates May November May MNovember
Auditing (AUJDIT 30.3% 31.9% 322% 26 4%
Business Law & Professional
Resporsibilities (LPR) 30.2 34.0 287 28.8
Financial Accounting & Reporting -
Business Enterprises (FARE) 29.3 28.0 279 24.0
Ac ting & Reporting -

cotnting = Tepordng 28.0 279 316 237
Other Areas (ARE)
All subjects taken 16.19% 16.2% I74% 13.7%%
Some subject(s), not all 27.9 29.8 26.7 25.7
No subjects 56.0 54,0 56.0 60.6
Repeat Candidates
Auditing (AUDIT) 32.1% 34.0% 35.4% 28.9%
Business kaw & Professional
Responsibilities (LPR) 30.5 384 278 358
Financial Accounting & Reperting ~
Business Enterprises (FARE) 26.1 26,5 232 272
Accourtting & Reporting -

uring = Feporing 285 321 339 266
Other Areas (ARE)
All subjects taken 27.0°6 27.3% 26.8% 25.7%
Some subject(s), not all 25.7 30.0 27.6 27.9
No subjects 47.3 428 45.7 46.4
Al Candidates
Ausditing (AUDIT) 3).4% 33.1% 34.1%  276%
Business Law & Professional
Responsibilities (LPR) 304 364 28.1 323
Financial Accounting & Reporting -
Business Enterprises (FARE) 273 271 2.0 57
Accounting & Reporting -
283 30.3 330 .

Other Areas (ARE) 2
All subjects taken 23.8% 23.3% 23.8% 207%
Some subject(s}, not all 26.3 299 27.3 27.0
MNo subjects 499 46.8 420 523




Firsttime candidates did reasonably well in May 1999, both in comparison to May 1998 and
o the overall averages for 1994 to 1998 {1994 was the year rthe present examination subject
format was adopted). Passing percentages were up in AUDIT and ARE but down in LPR
and FARE. The percentage of candidates passing all subjects increased slightly, and the
percentage passing some or all subjects held even with May 1998 (though it was below the
average for the 199498 period),

As discussed below, che relative performance of November 1999 firsttime candidares was
adversely affected by the jurisdictions facing imminent implementation of the 150-hour
educational requirement. November passing rates were down in all four subjects, as were

the percentages of candidates earning all or partial credit.

Performance for 1999 repeat candidates showed beter consistency with prior years. For the
year as a whole, there were slight declines in the percentages of repeat candidates passing all
subjects and passing at least one subject. May repeat candidates were relatively stronger in
AUDIT and ARE than November repeat candidates bur weaker in LPR and FARE. The
May group was slightly more likely than the November group to pass all subjects or at least

one subject.

LPR and AUDIT continued to be the easiest subjects to pass, both for firsttime and repeat
candidates, The May 1999 AUDIT and ARE examinations apparently were easier for
candidates than the November 1999 examinations in these subjects, but the opposite
relationship was observed for the LPR examination, at least for repeat candidates. Overall
passing percentages on the 1999 FARE examinations were lower than on the ARE examina-
rions, consistent with observations in 1997 and 1998, but contrary ro the relationship

prevailing in the 199496 period.

Passing percentages for first-time candidates are affected by the pattern of jurisdictions
implementing the 150-hour requirement. As noted, candidates rush to take the examina-
tion when the requirement is imminent. Many times this is without adequate preparation,
thus resulting in a lower pass rate. In a year when many (and/or large) jurisdictions are
about o implement the higher educational requirement, the adverse passing percentages in
these states may pull down the national average. Once this flurry of candidates has passed
and the new educational requirements are in place, the firsetime passing percentages should
rebound. Hopefully, the new passing rates will exceed the normal ones previously prevail-
ing, assuming thar 150 hours of formal education translates into better examinartion

performance.
The following table was prepared to provide an overview of firsttime performance for all

jutisdictions. It shows 1999 participation and performance for (1) 13 jurisdictions that

required firsttime candidates to have 150 hours of education in 1999; (2) 19 jurisdictions

| 7 |




that will require firsttime candidates to have 150 hours of education in 2000; and (3) the
remaining 22 jurisdictions, consisting of 16 jurisdictions scheduled for implementation in
2001 or later, five jurisdictions that have not yet acted on implementation, and Hawaii,
which has implemented the 150-hour requirement for cerrification purposes but not to take

the examination.

1999 FIRST-TIME CPA EXAMINATION PARTICIPATION AND PERFORMANCE
BASED UPON EDUCATIONAL REQUIREMENT
FOR TAKING CPA EXAMINATION

May 1999 November 1999
First-time: Passing First-time Passing
Candidates Rate Candidates Rate
13 jurisdictions requiring 150
oot ey, oaung 1,237 235 1,868 22.!
19 jurisdictions requiring 150
hotae e 000, | Cauinng 6510 132 12,825 8.8
Rermaining 22 jurisdictions 10254 19.3 14489 16.9
All first-time candidates 18,00¢ 174 29,182 13.7

Note: Passing rates are the percentages of first-time candidates passing all subjects taken,
weighted by the number of first-time candidates in the jurisdiction.

Taken as a whole, the 13 jurisdictions in the first group, where implementation has fully
occurred, have passing rates higher than the other two groups and above the national
averages. Nine of the 13 individually are above the national average for the year. Texas has
been excluded from this group (and included in the second group) since its 150-hour

requirement was waived in 1999 for purposes of taking the examination.

The second group had the lowest passing rates, as one would expect. However, the above-
average passing rates for the third group, the 22 jurisdictions not yet requiring the 150-hour
educational requirement to take the examination, require some explanation. There are two
mitigating factors here: (1) a number of the large Midwestern jurisdictions, which histori-
cally have performed very well on the CPA examination, are implementing the 150-hour
requirement in 2001 or later, and thus are still included in the group; and (2) as discussed
below, two jurisdictions in the group (California and New York) do not require that first-
time candidates take all four examination subjects, which likely contributed to the above-

average all-subject passing percentages which these two jurisdictions achieved in 1999,
More important than how a jurisdiction compares to other jurisdictions is whether the 150-

hour requirement improves passing percentages in that jurisdiction over those achieved

| 8 |



prior to implementation of the requirement. To provide this viewpoint, the five jurisdic-
tions implementing the 150-hour requirement in the mid-1990s {Alabama, Louisiana,
Mississippi, Tennessee, and Utah) were summarized. The objective was to compare
“normal” predimplementation overall passing rates in these jurisdictions, where “normal® is
defined as the third and fourth examinations prior to implementation, with passing rates in
the last two examinations before implementation, the first two examinations after imple-
mentation, and the two examinations given in 1999. Results are presented in the following

table,

COMPARATIVE FIRST-TIME PASSING PERCENTAGES
FOR FIVE SELECTED JURISDICTIONS

Passing rate for third and fourth examination
prior to implementation of | 30-hour 11.7%
requirement

Passing rate for last two examinations before 8l
implementation of {50-hour requirerment

Fassing rate for first two examinations after 165
impiernentation of |50-hour requirement :

Passing rates for these jurisdictions in 1999 185

Note: Passing rates are the percentages of first-time candidates passing all subjects taken, weighted
by the number of first-time candidates in the jurisdiction.

The experience for these five jurisdictions conforms to expecrations, i.e., a decline just
before implementation and a rise afterward. Passing percentages in the year after implemen-
ration, and again in 1999, were considerably higher than prior to implementation. All five
of the jurisdictions had 1999 passing percentages higher than their normal pre-implementa-
tion rate, and four of the five were above the national average in 1999, Coupled with the
preceding rable, these results support a conclusion that the implementation of the 150-hour
requirement benefits a jurisdiction’s CPA examination performance, both in comparison

(1) to its prior performance; and (2) with jurisdictions which have not implemented the

requirement.

Average passing rates under the 199499 CPA examination format are compared in the table
below to the rates achieved under the examination formar used during the 1985-93 period.
Thus far, firsttime candidates are not faring as well under the new formar as they did under
the old, particularly in terms of passing all subjects taken. Repeat candidates, on the other
hand, are holding their own, at least on an overall basis. Among the individual subjects,
AUDIT and LPR have shown relatively little change from the previous format, but there
have been reasonably large declines in passing percentages for the FARE and ARE examina-

tions, especially for firsttime candidates.

| 9|




COMPARISON OF AVERAGE PASSING RATES -
ALL SUBJECTS TAKEN

1985.93 1994.99
First-Time Candidates
All subjects taken 20.6% 15.8%
Some subject(s) 281 225
All or some 48.7 46.3
No subjects 51.3 547
Repeat Candidates
All subjects taken 28.4% 28.1%
Some subject{s) 266 280
All or some 55.0 56.1
No subjects 45.0 43.9

COMPARISON OF PASSING RATES BY SUBJECT
1985-93 1994-99

First-Time Candidates
Auditing (AUDIT) 30.2%9 30.0%
Business Law 315

Business Law & Professional Respensibilities 31.2
(LPR)

Accounting Theory 32}
Firancial Accounting & Reporting - 296
Business Entarprises (FARE) ’

Accounting Practice 335
Accounting & Reporting - 287

Repeat Candidates
Auditing (AUDITY} 34.3% 33.5%

Business Law 339

Business Law & Professiornal Responsibilities 34.3
{LPR)

Accounting Theory 309
Financial Accounting & Reporting - 8.7
Business Enterprises (FARE)

Accounting Practice 3.7
Accounting & Reporting - Other Areas (ARE) 305

|10



A majority of all candidartes, i.e., first-time and repeat taken as a group, take all four sub-
jects. This is because all but five jurisdictions require firsttime candidares to rake all
subjects and repeat candidates to take all subjects for which conditional credit has not been
earned. More than 50 percent of firsttime 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 raking all four subjects and passing all
four subjects by jurisdiction and in total. On an overall basis, Report 4 shows rhat 60
percent of all May 1999 candidates and 66 percent of all November 1999 candidates took
all four subjects. Of these, 10.1 percent passed all four subjects in May and 9.5 percent
passed all four in November, The pereentage of candidates taking all four subjects was
higher in 1999 than in 1998. The percentage passing all four subjects was up from 9.4
percent in May 1998 but down from 10.7 percent in November 1998. The latrer change is
primarily ateributable to the large number of 1999 candidates in jurisdictions about
switch 1o the 150-hour educational requirement and the relatively poor performance of

these candidates on the November 1999 sxamination.

The passing percentages for candidates taking all four subjects were lower than those for
first-time candidates passing all subjects (Report 1). Although some of this difference may
have arisen because a substantial number of firsttime candidates take fewer than four
subjects (as discussed in the next secrion), primarily it indicates thar, in general, repeat

candidares who take all four subjects are nor as well-prepared as firsttime candidates as a

group.
PERFORMANCE BY JURISDICTION

Aftrer 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 1999 are presented below.

HONOR ROLL STATES
MAY 1999 NOVEMBER 1999
Arizona Minnesota Arizona Minnescta
California Montana California Montana
Colorado Mevada Colorada MNevada
Delaware New Hampshire Delaware New Hampshire
Herida New York Florida New York
Georgia Tennessee Georgia Tennessee
tHincis Utah Iinois Utah
lowa Washington lowa Yirginia
Wiscensin Kansas Washington
Wisconsin

[




Nor surprisingly, many of the states appear among the top performers in the tables pre-
sented below. However, these tables include firsttime 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 below, the 10 highest ranking jurisdictions are listed by overall success of
firsetime candidates passing all subjects taken. The other four tables show the five jurisdic-
tions with the highest rankings by examinarion 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 jurisdicrion'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 12 jurisdictions listed in one or both of the listings of highest-ranking jurisdictions
for candidates passing all subjects, 10 appeared on the same set of lists in 1998. Five of
these jurisdictions (Florida, Georgia, Montana, South Dakota, and Utah) have implemented

the 150-hour educational requirement,

SUCCESS RANKING BY JURISDICTION

First-Time Candidates Passing All Subjects Taken

PERCENTAGE PERCENTAGE

RANK  JURISDICTION PASSING RANK  JURISDICTION PASSING
MAY 1999 NOVEMEER (999

1 Montana 40.2 I Florida 354

2 Georgia 34.1 2 Uah 293

3 Uth 3313 3 Delaware 6.0

4  Wisconsin 3.2 4 Wisconsin 259

5  New Hampshire 7.0 5  Georga 248

6  Delaware 26.3 & Minnesota 244

Florida 6.3 7 Colorade 239

8 lowa 247 New Hampshire 23.9

9  Colorado 23.9 %  Arizona 23.6

10 Minnesota 236 10 South Dakota 212

First-Time Candidates Passing Auditing (AUDIT)

PERCENTAGE PERCENTAGE

RANK  JURISDICTION PASSING  RANK  JURISDICTION PASSING
MAY 1999 NOVEMBER | 999

| Montana 594 | Flerida 54.9

2 Utah 551 2 Utah 522

3 Georgia 50% 3 Georgia 46.6

4 Wisconsin 482 4 Minnesota 46,1

5 Colarado 46.1 & Wisconsin 429

[12]



First-Time Candidates Passing Business Law & Professional Responsibilities (LPR)

FERCENTAGE

RANK  JURISDICTION PASSING
MAY 1999

| tUtah 526
2 Wisconsin 48.0
3 Montana 46.6
4 Georgia 46.0
3 Nevada 43 .4

PERCENTAGE

RANK  JURISDICTION PASSING
NOVEMBER 1999

l Florida 5%.3
2 Utah 54.3
3 Montana 47.6
4 Yisconsin 46.2
S Minnesota 46.1

First-Time Candidates Passing Financial Acceunting & Reporting - Business Enterprises (FARE)

PERCENTAGE

RANK  JURISDICTION PASSING
NOVEMBER 1999

| Flarida 50.3
2 Utah 46.7
3 Delaware 46.1
4 Minngsota 42.0
3 Wisconsin 40.7

First-Time Candidates Passing Accounting & Reporting - Other Areas (ARE)

PERCENTAGE

RANK  JURISDICTION PASSING
MAY 1999

| Utah 55.1

2 Montana 50.5

3 Delaware 482

4 Georgia 46.9

) Wisconsin 445

PERCENTAGE

RANK  JURISDICTION PASSING
MAY 199%

| Utah 55.1

2 Georgia 27

3 Montana 52.5

4 Nevada 47.0

5 Cotorade 46.3

Florida 46.5

PERCENTAGE

RANK  JURISDICTION PASSING
NOVEMBER 1999

| Utah 576
2 Florida 50.5
3 Minnesota 42.6
4 Wisconsin 42.3
5 Kansas 40.3

In 49 of the 54 CPA examination jurisdictions, candidates are required to take all subjects

not previously conditioned. This means that firsttime candidates in these jurisdictions

must take all four examination subjects and repeat candidates without conditional credit for

any subjects also must take all four subjects. Almost without exception, this means that the

majority of candidates in these 49 jurisdictions are taking all four subfects. The exact

proportion in a particular jurisdicrion depends upon the relative number of firsetirne

candidates and how many of the repeat candidates have earned conditional credic. For

these 49 jurisdicrions in total, 76 percent of 1999 examination candidates were taking all

four subjects.

There are five jurisdictions that do not require that candidares rake all four subjects. In

three of these (New Mexico, Pennsylvania, and the Virgin Islands) the effects are relatively

minor. [n the other two, substantially fewer candidates take all four subjects. These are
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California and New York. The proportion of 1999 candidates taking all four subjects in

California was 30 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 thern than if they take all four subjects at once. The “all subjects passed” percentage is
based on the number of subjects taken, and 2 candidate passing two subjects of two taken is
reated the same as one passing four of four. Candidares who take fewer than four subjects
also should perform betrer on individual subjects because they can concentrate on prepara-
tion for just these subjects. This circumstance causes a degree of incomparability in Reports
1 to 3 and is the basis for providing Report 4, which compares the number of candidares
taking all subjects to total candidates in each jurisdiction and shows the percentage of these

candidates who achieved examination success on all four subjects.

The following table {drawn from Report 4) lists the highestranked jurisdictions in terms of
percentage of candidates taking all four subjects and passing all four subjects. Note that
there is considerable congruence between this ranking and the first rable in this section of

the report, which lists the rop 10 jurisdictions for firsttime candidates passing all subjects

taken.
CANDIDATES TAKING ALL FOUR SUBJECTS AND PASSING ALL FOUR SUBJECTS
PERCENTAGE PERCENTAGE
RANK  JURISGHICTION PASSING RANK  JURISDICTION PASSING
MAY 1999 NOVYEMBER 1999
| Montana 32.5 | Fiorida 229
2 Delaware 223 2 Delaware 22,1
3 Uh 20 Utah 22.1
4 Wisconsin 0.6 4 Wisconsin 19.2
5 Colorade 17.7 5 New Hampshire 19.0
&  lowa [7.5 &  Colorade 18.6
7 New Hampshire 17.1 7 Minnescta 17.7
8  Flerida 6.8 8 Arizona 159
9  Minnesota 16.1 %  Nevada i4.3
o Minois 15.9 10 llinois 2.7
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COLLEGE AND UNIVERSITY DATA

Graduates from more than 1,000 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 rotal number of candidates from each school.)
NASBA summarizes examination performance {(by subject and overall) for each school with
five or more candidates in 2 particular category. These data are presented in the following

statistical reports:

12A FirstTime Candidates Without Advanced Degrees by School
12.B  FirstTime Candidates With Advanced Degrees by Schaal
12C Repeat Candidates Without Advanced Degrees by School
1Z.D Repear Candidares With Advanced Degrees by School.

In reporting these data, NASBA does not claim that CPA examination passing rates {(or the
rankings below) are indices to overall educational quality. Nor does it believe that an
institution’s primary purpose is to prepare candidates for the CPA examination, or that
schools should necessatily concentrate on improving their relative standings. Moreaver,
many of the factors affecting examination performance are beyond the control of the
accounting faculty. These include the general scholastic ability of the institution's students,
the number and relative ability of the students from that institution who take the examina-
tion, 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 examina-

tion eligibility and condirioning.

On the other hand, there is wide interest in these dara. Schools are understandably curious
about how they performed and how they compare to their peers. In the absence of this
survey, the informarion likely will be surmised and reported in an ad hoc, less comprehen-
sive manner. There also will be pressure on state boards of accountancy to produce these
data, as many once did. The purpose of NASBAs reporting of these data is to provide
informarion. The importance to be atrached to this information, and the use to be made of

it, if any, is left to the individual reader.

INSTITUTIONAL REPRESENTATION

After 10 consecutive years with the most firsttime May candidates without advanced
degrees, the University of lllinois-Urbana was displaced in 1999 by Montana State Univer-
sity-Billings, The latter institution also had the most firsttime candidates withour advanced
degrees in November 1999, replacing the University of Maryland-Coilege Patk at the top of
that list. Both Illinois-Utbana and Maryland-College Park continued to rank high, as did
the University of California-Hayward, which had placed second in this category in both May
and November of 1998,




The University of Texas-Austin had the most firsttirne May 1999 candidates with advanced
degrees. It has led that listing since 1995, Brigham Young University, the advanced-degree
November leader in both 1997 and 1998, was replaced in November 1999 by the University

of Southern California.

The listing below summarizes the colleges and universities with the most 1999 first-time
candidates in each of these categories. Based upon the submitted questionnaires, there
were 16] institutions with 20 or more firsttime candidates without advanced degrees in May
1999 and 261 in November 1999, In May 1999, 51 institutions had 10 or more first-time
candidates with advanced degrees, and 66 in November 1999,

RANKING OF COLLEGES AND UNIVERSITIES
BY NUMBER OF FIRST-TIME CANDIDATES

May 1999 November 1999
RANK SCHOOL NUMBER RANK SCHOOL
Candidates Without Advanced Degrees
I Montana State University - Billings 245 | Mentana State University - Billings
2 University of lllingis - Urbana 239 2 Califernia State University - Hayward
3 California State University - Hayward 2i4 3 University of Maryland - College Park
4 University of Maryland - College Park k64 4 Qbhio State University
5  Baruch College of CUNY r3s 5  University of California - Los Angeles
é  University of Puerte Rico - Rie Piedras 17 &  Baruch Coliege of CUNY
7 University of California - Los Angeles i 7 Indiana University - Bloomington
8  University of Northern lowa 107 8  University of Southern California
% University of Guam 106 9 Pennsylvania State University
[0 University of Washington 104 [0 University of Guam
Candidates With Advanced Degrees
I University of Texas - Austin F¢]] I University of Southern Caiifornia
2 Texas A& M Wniversity 80 2 Brigham Young University
3 University of Florida 64 University of Florida
4  Brigham Young Universicy 56 4 University of North Carelina-Chapel Hill
5  North Carclina State University - Raleigh 48 5 University of Utah
&  University of North Caralina - Chapel Hill 44 6  University of Tennessee - Knoxville
7 University of Geargia 34 7 Northeastern University
University of lilinois - Urbana 34 University of Texas - Austin
Baruch College of CUNY 30 9 University of Alabama - Tuscaloosa
10 East Carclina University 25 [0 Baruch College of CUNY
Wake Forest University 25

INSTITUTIONAL PASSING RATES

The schools with highest passing percentages for first-time candidates on individual exami-
nation subjects are listed below for the May 1999 and November 1999 examinations. The
eligibilicy crirerion for an institution’s inclusion on the lsts is ar least 20 candidares with
baccalaureate degrees or 10 candidates with advanced degrees. Schocls are excluded if it is
determined that there were fewer than the required number of candidates on the subject

involved.
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282
268
222
188
175
164
59
146
142
137

53
50
50
45
39
38
36
36
35
33



RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING INDIVIDUAL EXAMINATION SUBJECTS

Candidates Without Advanced Degrees

May 1999 NOVEMBER [999
RANK  SCHOOL PERCENTAGE RANK SCHOOL PERCENTAGE
PASSING PASSING
Auditing (AUDIT)
| University of Wisconsin - VWhitewater 74.4 ! University of North Florida 739
2 University of Northern lowa 654 2 University of Wisconsin - Oshkosh 66.7
3 Texas A & M University 57.6 3 College of William and Mary 65.7
4 University of lllinois - Urbana 573 4 University of Nevada - Las Vegas 64.7
5 University of South Florida 57.1 5 University of Florida 63.0
Business Law & Professional Responsibilities (LPR)
| University of Wisconsin - Whitewater 65.1 1 University of North Florida 727
2 University of Nevada - Las Vegas 58.3 2 University of Wisconsin - Cshkesh 714
3 University of Notre Dame 56.1 3 University of Alabama - Birmingham 65.0
4 University of lowa 55.3 4 Geargatown University 63.6
5 University of lllinois - Urbana 54.2 5 College of William and Mary 62.9
Financial Accounting & Reporting - Business Enterprises (FARE)
| University of Wisconsin - Whitewater 85.1 | College of William and Mary 70.6
2 Touro Collega 57.1 2 University of North Florida 65.2
3 University of Wisconsin - Milwaukee 515 3 North Central College 65.0
4 University of Northern lowa 51.4 4 University of Richmond 60.6
5 Florida Atlantic University 500 S Florida Atlantic University 57.9
Accounting & Reporting - Other Areas (ARE)
! University of Wisconsin - Whitewater 674 i Uriversity of Wisconsin - Whitawater 60.0
2 Liniversity of lowa 600 2 University of North Florida 59.1
3 Florida Atlantic University 58.3 3 College of William and Mary 58.8
4 Regis University 57.7 4 St. Cloud State University YN
5 University of lllincis - Urbana 54.8 Liniversity of Wisconsin - Oshkosh 57.1
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Candidates With Advanced Degrees

May (999 NOVEMEER 1999
RANK SCHOOL PERCENTAGE RANK  SCHOOL
PASSING
Auditing (AUDIT)
i Wake Forest University 96.0 | University of Georgia
2 Moritana State University - Bozeman 95.8 P University of Wisconsin - Madison
3 University of Virginia 852 3 Florida State University
4 Manchester Collepe 833 4 University of South Florida
3 Brigham Young University 78.6 5 Brigham Young Universicy
Florida State University 78.6
Business Law & Professional Responsibilities (LPR)
I Wake Forest University 96.0 | University of South Florida
2 DePaul University 21.7 2 University of Virginia
3 Brigharn Young University 853 3 Florida State University
4 University of Florida 73.4 4 Brigharm Young University
3 Florida State University 71.4 5 University of Wisconsin - Madison
University of Missouri - Columbia 714
Financial Accounting & Reporting - Business Enterprises (FARE)
i Liniversity of Virginia 94.1 | University of Geergia
2 Walke Forest University 920 2 University of Central Florida
3 University of Georgia 848 3 University of Wisconsin - Madison
4 University of Florida 79.7 4 University of South Florida
5 Texas Tech University 769 5 Brigham Young University
Accaunting & Reporting - Other Areas (ARE)
Wake Forest University 100.0 | Michigan State University
University of Virginia 94.1 2 University of Georgia
University of Georgia 848 3 University of Virginia
Manchester College 83.3 4 University of Central Florida
Florida State University 786 5 University of Wisconsin - Madison

o W pd —

The following table lists the 10 schools whose firsttime candidares had the highest passing
rates for all subjects taken, including the 10 highest schools whose candidates did not
receive advanced degrees and the 10 whose candidates did. To be eligible for the lists, an
institution must have had at least 20 graduates with baccalaureate degrees among its first

time candidates or 10 firsttime 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,
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Pennsylvania and the Virgin Islands) that do not require that first-time candidates rake all
four subjects. To compensate for this factor, at least in pare, schools have been omitted from
the all-subject listing below if the data indicate that more than 10 percent of a jurisdiction’s

firstrime candidates did not take the subjects for which eligible.

It also is appropriate to give Honorahle Mention to institutions with 15 or more firsttime
candidares without advanced degrees, who would have been listed in the allsubject ranking,
provided they had 20 or more candidates. These institucions {all from the May 1999
examination), listed in order of allsubject passing percentage, include: the University of
New Orleans, the University of Virginia, the University of Delaware, the University of

Montana, Gonzaga University, Georgetown University, the University of Pennsylvania, and

the University of Wisconsin-Oshkosh.

RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING ALl SUBJECTS TAKEN

May 1959 Novemnber 1999
SCHOOL PERCENTAGE RANK SCHOOL PERCENTAGE
PASSING PASSING
Candidates Without Advanced Degrees (20 or more candidates)
University of Wisconsin - Whitewater 48.8 | University of North Florida 522
llfincis Wesleyan University 429 2 College of William and Mary 45.7
John Carroll University 351 3 Florida Atlantic University 39.7
University of South Florida 38.1 4 University of Richmond 394
Flerida Arlantic University 375 5 University of Wisconsin - Whitewater 383
University of lllinois - Urbana 36.8 6  University of Wisconsin - Oshkosh 8.1
University of lowa 355 7 Georgetown University 364
University of Northern lowa 355 8  University of lllincis - Springfield 35.0
University of Notre Dame 337 9 University of Wisconsin - La Crosse 345
University of Nevada - Las Vegas 333 10 St Cloud State University 34.3
Candidates With Advanced Degrees (10 or more candidates)
Wake Forest University 88.0 I University of Virginia 66.7
University of Virgnia 706 2 University of Georgia 60.0
Manchester College 66.7 University of South Florida 60.0
University of Wisconsin - Milwaukee 616 4 University of Wisconsin - Madison 55.6
University of Florida 625 5 Florida State University 538
Florida International University 388 6  University of Central Florida 53.3
Brigham Young University 57.1 7 Chie University 45.5
Florida State University LY 8  University of Texas - Austin 44.4
University of Missouri - Columbia 571 9  Brigham Young University 44.0
University of Georgia 50.0 10 Florida International University 419

The University of Wisconsin-Whitewater, which had the highest all-subject passing percent
age in Noverber 1998 for candidates without advanced degrees, repeated this feat in May

1999. It also led in each of the four individual examination subjects in May and appeared
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again on the “Top-10" list in November 1999, joined at that point by two other Wisconsin
instirutions. Florida had two schools in the allsubject rankings in both May and November
1999, with the University of North Florida heading the list in November.

Thete were two superlative performances among institutions whose 1999 first-time candi-
dates held advanced degrees. Wake Forest University continued a string of fine perfor-
mances in May — second in 1997 and first in 1998 and 1999. In May 1999, 22 of its 25
firsttime candidates passed all four subjects. The University of Virginia finished a strong
second in the allsubject passing percentage in May 1999 and moved to the top of that list in
November. The Florida jurisdiction had three institutions listed in the “Top-10" in May
1999 and four listed in November 1999.

Most of the institutions cited on the “Top-10” lists have been previously ranked. Many
schools are listed year after year. The following table recognizes those schools that have
been ranked highly four or more times during the past 10 yearts (20 examinations) from
1990 to 1999. These rankings were based upon percentages of first-time candidates passing
all subjects taken. The lists included 10 undergraduate instirutions in all years but enly five

graduate institutions prior w 1998,

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

1990-1999
Candidates Without Advanced Degrees Candidates With Advanced Degrees
School Listings Scheol Listings
University of Wisconsin - Madison 11 University of South Florida |
University of Wisconsin - Whitewarter 1 University of Texas - Austin
University of lllinois - Urbana 9 University of Michigan - Ann Arbor

University of Michigan - Ann Arbor
University of Northern lowa
University of Pennsylvania

Nerthern lllincis University
Montana State University

Florida Atlantic University
University of Flerida

University of Wisconsin - La Crosse
University of Wisconsin - Oshkosh
Portiand State University

University of California - Los Angeles
University of Minnesota - Minneapolis

Baruch College of CUNY

Florida State University

State Uiniversity of New York at Buffalo
University of Central Florida
University of Virginia

University of Wisconsin - Madison
University of Denver

University of Florida
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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 to examination performance,
and identify changes and trends in the pattern of characteristics. Three questions in the
candidate questionnaire address the narure of the candidate’s educational background. The
first of these, summarized in Report 5, asks for academic degrees earned to date or expected
to be eamned in the 120 days subsequent to the examination. The second {Report 6)
reqquests total semester hours earned or to be earned within 120 days. The third (Report 7)
relates to semester hours in accounting earned or to be earned within 120 days. Other
questions in the questionnaire are designed to gather data on academic aptitude examina-
tion 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 firsttime candidares with advanced degrees decreased from 17.3 percent
in May 1998 to 16.6 percent in May 1999. In November 1999, 13.3 percent of firsttime
candidates held advanced degrees. This compares to 14.4 percent in November 1998,
These declines, particularly the one in November 1999, are atrributable to the influx of
candidates in anticipation of the 150-hour requirement in several jurisdictions. The

advanced degree tates in 1990 were 9.8 percent in May and 10.7 percent in November.

The percentage of repeat candidates with advanced degrees (13.2 percent in 1999) is below
the percentage for firsttime candidares. This is because (1) advanced degree holders are
more likely to pass all subjects on the first atrempt, and (2) repeat candidates who begin
raking the examination before the 150-hour requirement becomes effective in a particular
jurisdiction are allowed to complete the examination within a statutory period, even though

they do not have 150 hours of academic education.

The following rable compares the types of degrees held by first-time candidates holding
advanced-degrees in 1999 with the breakdown in 1996 and 1990. Primarily it identifies a
movement away from the MBA degree, in favor of the master's in accounting. It is not that
the MBA degree holders are less numerous. They still constitute nearly 6 percent of the
total body of firsttime candidates. However, the holders of the master’s in accounting
increased from 3 percent of the firsttime candidates in 1990 to 8 percent in 1999.

Completion of an advanced degree is associated with scrong CPA examination petformance,
particularly for firsttime candidates. In 1999, 28.6 percent of first-time candidates who
held advanced degrees passed all subjects. This compares to 13.8 percent for candidares

with bachelor’s degrees only. Among the three major advanced degrees, the leading
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TYPES OF DEGREES HELD BY
FIRST-TIME CANDIDATES WITH ADVANCED DEGREES

1990 1996 1999
Doctoral 1.0%% 9% 1.0%
Master's in accounting 310 479 52.1
MBA with accounting emphasis 252 18.8 17.4
MBA with other emphasis 326 232 21.0
Non-business master's 5.8 59 55
Law degree 44 __ 33 30
TOTAL 100.0% 100.0% 100.0%

performers were holders of the master's of accountancy {31.8 percent passed all subjects).
Holders of the MBA rtrailed somewhat: those with a concentration in accounting achieved a
23.6 percent pass rate and the other first-time candidates with MBAs had a pass rate of 24.0
percent. As a group, the holders of non-business master’s, law degrees, and the Ph.D. had

an all-subject pass rate of 30.5 percent.

The following table shows the 1999 firsttime passing percentages for individual subjects,
based upon the candidates’ educational backgrounds. As a general rule, candidates with
doctoral degrees and master’s in accounting did best on all subjects, the exception being the
LPR examination, where those with law degrees did extremely well. Lawyers also performed
well on the ARE examination, presumably because of its federal tax component, but were
relatively weak on the FARE examination. Advanced-degree holders had a greater relative
advantage in the FARE and ARE examinations, but this {s because the passing rates for

bachelor’s holders were lower, rather than the advanced-degree passing rates being higher.

FIRST-TIME PASSING RATES FOR INDIVIDUAL CPA EXAMINATION SUBJECTS
BASED UPON EDUCATIONAL BACKGROUND

Degree AUDIT LPR FARE ARE
Dactoral 55.8% 59.5% 60.8% 55.5%
Master’s in accounting 50.3 48.0 486 49.9
MBA with accounting emphasis 40.3 43.7 401 40.4
MBA with cther emphasis 40.1 387 382 38.7
Neon-business master's 436 415 4i.1 41.3
Law degree 39.9 59.7 34.3 485
All advanced degrees 45.7% 45.4% 44.2% 45.5%
Bachelor's degree 264 26.5 231 244
Ratio 1.73 1.7t 1.9 1.86
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TOTAL SEMESTER HOURS

Over 35 percent of the firsttime candidates in 1999 reported 150 or morte semester hours
of academic srudy, and nearly 20 percent reported more than 160 hours. Less than 40
percent of the first-time candidates reported 130 or fewer hours, and only 3 percent re-
ported fewer than 120. The average for all firsttime candidates was 141 semester hours, the
same as in 1998. Semester hours for repeat candidates were slightly lower than for firsttime

candidates, for the reasons cited in the second paragraph of the preceding section.

Aronong firsttime candidates, there was a clear<ut performance advantage if one had more
than 150 hours. This is consistent with the superiority associated with advanced degrees.
Firsttime candidates with more than 150 hours had a 57 percent berrer chance 1o pass all
subjects when compared to those with fewer than 150 hours, about halfway berween the
observations in 1997 and 1998. The advanced-degree advanrage was only 13 percent for
repeat candidates (the same as in 1997 and 1998), not nearly so great a disparity. The latter
resulis because bachelor 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 to reporting error. Besides the normal risk of misunderstanding
inscructions or lack of correct recall, there also is a danger thar the candidare will incorrectly

convert quarter hours to semester hours or fail to make this conversion when needed.
SEMESTER HOURS OF ACCOUNTING

Firsetime candidares with advanced degrees reported an average of 35.1 semester hours of
accounting in 1999, The average reported for firsttime candidates withour advanced
degrees was 30.1 semester hours. In both cases there were slight decreases from 1998, It is
likely that these hours are overstated somewhat, given the possibility of reporting error

discussed in the previous section.

Advanced degree holders with more than 30 hours of accounting had a 12 percent betrer
chance to pass all subjects taken on the first attempr, and bachelor degree holders with
more than 30 hours had a 5 percent better chance to pass all subjects, in both cases in
comparison to candidates with 30 hours or less. This is generally consistent with prior
years. Historically more accounting education has not translated into better examination
performance, particularly for bachelor degree helders. In pare, this may be attributed to
reporting error, particularly if it is the weaker candidates who overstate their semester hours.
Alternative hypotheses are that the quantity of hours may be inversely related to the overall
quality of the candidate, considering facrors such as academic aptitude and effectiveness of
education or that those candidates with fewer hours find some way, i.e., greater indepen-
dent study or participation in CPA coaching courses, to avercome any deficiency from

formal education.
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SCORES ON ACADEMIC APTITUDE EXAMINATIONS

NASBA has reported candidate scores on the Scholastic Aptitude Test {SAT) and the
American College Testing exarination (ACT) since the inception of its program. In 1994,
it added scores on the Graduate Record Examination {GRE) and the Graduare Manage-
ment Admissions Test (GMAT). Scores and relationships to CPA examination performance
for first-time candidates are presented in Report 8 for the SAT and the ACT and in

Report @ for the GRE and the GMAT. A substantial number of firsttime candidates report
scores on the SAT or ACT, and on the GMAT. Report 9 shows thar far fewer of them have
raken the GRE.

[t is probable that the scores reported by candidates are biased upward (not only in 1999
but also in prior years). These scores are difficult to remember, and some candidates may
feel it to their advantage to intentionally overstate performance. This measurement bias, if
it occurs, tends to diminish the observed relationship between examination performance
and the academic aptirude 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 year to vear, thus

allowing the tracking of trends.

With this caution, the estimated weighted average scores on these academic achievement
exarninations are compared with preceding years in the following table. With the exception
of the GMAT score, which improved slightly, scores were generally consistent in the 199499
period. In comparison to 1990, 1999 shows a slight decline in the SAT verbal score and a
minor increase for the ACT verbal score. As noted above, scores for the GMAT and GRE
were not gathered in 1990,

ESTIMATED AYERAGE SCORES FOR FIRST-TIME CANDIDATES

[990 1994 1996 1999
SAT verbal 520 511 510 512
SAT mathematics 576 576 572 578
ACT verbal 23.5 4.1 24.3 24.3
ACT mathematics 249 254 25.2 25.1
GRE verbal - 539 526 529
GRE quantitative - éll 605 604
GRE analytical -- 593 594 593
GMAT -- 547 545 560

Higher SAT and ACT scores historically have been strongly associated with improved CPA
examination performance. This prevailed in 1999, as did a strong positive association with
scores on the GRE and the GMAT. The following table illustrates the trend, which shows
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the ratio of passing percentages for firsttime candidates to passing percentages for all firse
time candidates. Candidates have been divided among a high group {scores of 28 and above
on the ACT or 600 and above on the other examinations), a middle group (24 to 27 on the
ACT or 500-599 on the other examinations}, 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 average first-
time candidate, so the high ratios cited for the high group and the low ratios for the low
group ate strong indications of the effectiveness of academic aptitude examination scores as

predictors of examination success.

RATIOS OF FIRST-TIME PASSIMG RATES
BASED ON ACADEMIC AFTITUDE EXAMINATION SCORES

1999

High Middle Low

Group Group Group

SAT verbal 2.02 1.30 b4
SAT rmathernatics .64 84 40
ACT verbal 1.98 L 19 55
ACT mathematics 1.85 .57 .50
GRE verbal 245 1.72 .64
GRE quantitative 2.67 1.21 83
GRE analytical 2.48 i.57 .89
GMAT 274 .62 .64
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SUPPLEMENTARY EXAMINATION PREPARATION

The proportion of firsttime candidares reporting participation in a CPA review course in
the six months prior to the examination declined from 64.2 percent in 1998 to 61.6 percent
in 1999. Offsetting this, repeat candidates indicated more likelihood of participation: 57.2
percent in 1999 compared to 53.8 percent in 1998, Presumably other repear candidares
participated in review courses at previous times but had not participated just priot to the
current examination. Despite some upward bias in reporting this participation, it cerrainly
can be concluded that a substantial proportion of the candidate body has received prepara-

tion outside the formal education system.

The proprietary (privately offered) course was cited by 89 percent of the first-time candi-

dates and 90 percent of repeat candidates who had taken courses. This is consistent wich

recent years. Collegesponsored non-credit courses were prominent for firsttime May
candidates (11 percent of those taking a course) bur only half as important in November.
Less than 3 percent of the firsetime 1999 candidates (with courses) had firm-sponsored
courses. For repeat candidates, firm-sponsored courses were the choice of just over 5
percent of candidates {(with courses}, and college-sponsored courses were reported by just
under 5 percent. Overall, participation in college-sponsored courses decreased in 1999

while firm-sponsored course participation increased.

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 rable 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 2 score below 1.0 indicates performance below the average for candidates with
no course. Referring to the first table, for example, firsttime 1999 candidates who had a
coaching course were 59 percent more likely to pass the AUDIT examination in 1999 and
63 percent more likely to pass the LPR examination, in comparison to candidates with no
coaching course. The tables show success comparisons for 1994, the date the current
examination formar was adopted, for 1999, and the composite average for the 1994-99

period.
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RATIOS OF SUCCESS

FOR CANDIDATES PARTICIPATING IN CPA REYIEW COURSES

1994 1999
First-Time Candidates
Auditing (AUDIT) 1.42
Business Law & Professional

Responsibilities (LPR) 1.61
Financial Accounting & Reporting -

Business Enterprises (FARE) 1.44
Accounting & Reporting -

Other Areas (ARE} 1.52
Passing all subjects taken 1.73
Passing one or more subjects 1.34

Repeat Candidates
Auditing (AUDIT) 112
Business Law & Professional

Responsibilities (LPR) 119
Financial Accounting & Reporting -

Business Enterprises (FARE) .15
Accounting & Reporting -

Other Areas (ARE) [.25
Passing all subjects taken 1.03
Passing one or more subjects 112
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RATIOS OF SUCCESS
BY TYPE OF CPA REVIEW COURSE

1994 19%9
First-Time Candidates

Auditing (AUDIT)

Coliege-sponsored 1.37 .63

Proprietary 1.43 1.5%

Firm-sponsorad 1.39 {.48
Business Law & Professional

Responsibilities (LPR)

College-sponsored 1,38 1.54

Proprietary 1.65 1.65

Firm-sponsored 1.30 117
Financial Accounting & Reporting -

Business Enterprises (FARE)

College-sponsorad 1.47 1.60

Proprietary 1.43 .58

Firm-spensored 1.37 .18
Accounting & Reporting -

Other Areas (ARE)

College-sponsored l.62 l.e7

Proprietary .32 1.62

Firm-sponsored {17 1.04
Passing all subjects taken

College-sponsored 1.75 1.8%

Proprietary 1.74 1.89

Firm-sponsored 1.25 |.20
Passing one or more subjects

College-sponsored 1.29 1.43

Proprietary 1.35 .44

Firm-sponsored 1.30 1.24

|28

1994-99
Average

.53
.51
.52

1.49
£63
1.20

1.56
1.52
1.34

1.6%9
1.55
1.27

1.89
1.82
1.44

1.3
1.38
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RATIOS OF SUCCESS
BY TYPE OF CPA REVIEW COURSE (CONTINUED)

1994.99
1994 1999 Average
Repeat Candidates
Auditing (ALDIT)
College-sponsored 1.00 1.04 1.03
Proprietary .11 1.0 I.11
Firm-sponsored 1.30 1.29 1.34
Business Law & Professional
Responsibilities {LPR}
College-sponsored .99 [.1é 1.08
Proprietary 1.2l i.15 1.20
Firm-sponsared 1.i3 .10 .15
Financial Accounting & Reporting -
Business Enterprises (FARE)}
Coliege-sponsored 1.60 .58 .ol
Proprietary 1.16 1.05 .12
Firm-sponsored 1.00 .08 1.0%
Accounting & Reperting -
Other Areas (ARE)
College-sponsored 1.13 98 i.03
Proprietary 1.26 1.08 [.14
Firm-sponsored 1.00 1.06 1.05
Passing all subjects taken
College-sponscred .88 94 91
Proprietary 1.04 1.03 1.03
Firm-sponsored .94 1.04 1.03
Passing one or more subjects
College-sponsored [.03 t.o3 1.03
Proprietary i.12 1.07 1.10
Firm-sponsored .12 .10 113

On an overall basis, firsetime candidates with CPA review courses performed substantially
berter in 1999 than candidates without these courses. The relative advantage was higher
than the average for 1994-1998, but this occurred primarily because the 1999 candidates
without courses were more likely to fail than in prior years, thus providing a higher advan-
tage for course participants. For repeat candidates the relative advanrage in 1999 was down
slightly. The data never show as much review course henefit 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.

All three types of coaching courses are beneficial to firsetime candidates. However, in 1999

and other recent years, college-sponsored and proprietary courses have outperformed firm-
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sponsored courses. In many cases colleges are presenting proprietary courses on campus,
and this may have contributed to their recently-improved success. College-sponsored

courses in general are more effective for the May examination than they are in November.

i The opposite prevails for firm-sponsored courses. The gencral downturn for November
1999 candidates (ateriburable to the pending implementation of the 150-hour requirement
in many jurisdictions) led o lower passing percentages in the proprietary courses. However,
as in prior years, they showed less variation berween May and November than the other

wpes of coaching courses.

Firsetime candidares historically have gained the most relative benefit from proprietary
courses on the LPR examination. On the other three subjects, the college-sponsored and
proprietary courses have been close, with a slight advantage to the college-sponsored group,
both in 1999 and for the 1994.99 period. Only on the AUDIT examination have the firm-

sponsored courses provided strong competition.

Coaching course benefits for repeat candidares were more likely in 1999 (and other recent
vears) if the candidate had a proprietary course or a firm-sponsored course, with a particular

advantage from the firm-sponsored courses on the AUDIT examination.

DECISION TO MAJOR IN ACCOUNTING

Since 1994 the candidare questionnaire has asked when candidates decided to study
accounting. Report 11 relates the responses of first-time candidates to performance on the
examinarion. Candidates were given the choices shown in the following table, which
averages the responses from 1994 to 1999, (The “other” choice presumably attracted rhose
candidates who could not recall with certainty.) Changes over the sixyear period have been

minor.

TIMING OF DECISION TO MAJOR IN ACCOUNTING

1994-99
Graduate Undergraduate
In high school or earlier 21.9% 38.9%
Lower division college 242 365
Upper division coliege 10.3 0.9
Alter undergraduate degree 328 8.4
Other 10.8 5.3

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 atrracred to
accounting {and graduate training in accounting) after graduation than during the last two

years of the undergraduare program.
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At the undergraduate level, over 75 percent of candidates had decided on accounting by the

end of the sophomore year. This was nearly equally divided between high school and the

first two years of college.

As a general rule, the latrer one is artracted to accounting, the berrer he or she performs on
the CPA examination. This applies regardless of whether one obtains a graduate degree.
Firsttime 1999 candidates who chose accounting in high school were 23 percent less likely
to pass all subjeces than the average candidate. Persons making the selection after the

bachelor’s degree had a 50 petcent better chance to pass all subjects.

Although 1994 was the first year that this 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 end already observed in
1980. Similarly, there has been an ongoing movement toward fewer decisions during the
undergraduate college years. As compared to 1970, many more 1994.99 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 1999
High school or earlier 29.1% 33.8% 382% 38.8%
Lower division college 53.2 414 384 372
Upper division college 132 12.2 v 1.6
After undergraduate degree 4.5 12.6 L7 124

The 1999 NASBA study of CPA examination candidare characteristics and performance
continues a tradition begun in the early 1980s. In general, the resulis affirm those reported
in prior years. Five years of experience with the new examination formar, adopted in 1994,
shows a decline in the {allsubject) passing percentage for first-time candidares but a slight
increase in this percentage for repeat candidates. As a group, candidates are performing as

well on the AUDIT and LPR examinations as on their predecessors, but not as well on the
FARE and ARE examinations.

The implementation of the 150-hour educational requirement, scheduled to peak in 2000

and 2001, has had a major impact on the number of candidares and passing percentages.
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These two effects are inversely related. As the date for imposition of these requirements
approaches, candidates who cannot meet the new educational standard rush to get into the
examination system. This increase in firsttime candidates (which is offset by a decrease at
the succeeding examination) tends to be accompanied by lower percentages of candidates
with advanced degrees and by lower passing percentages in the jurisdictions experiencing

the influx of candidates,

In 1999 the number of candidates, particularly firsttime candidares, rose sharply, pending
the following year’s implementation of 150 hours in a number of jurisdictions. Passing
percentages for firsttime candidates, on the other hand, fell from the levels experienced in
1998. If this pattern holds, 2000 will be a year with fewer firsttime candidates than in 1999
but with higher firsttime passing rates. However, there will be offsetting effects from

jurisdictions implementing the 150-hour requirement in 2001.

The jurisdictions implementing the 150-hour requirement have experienced major declines
in firsttime candidate enrollments. Indications are that recovery of the candidate count in
these jurisdictions may take considerable time. On a more positive note, implementation of
the 150-hour educational requirement thus far has led 1o higher passing percentages on the

examination.

The percentages of firsttime candidates with advanced degrees were lower in 1999, but this
was primarily because chere were many more candidares withour advanced degrees. Other-
wise, the characteristics of candidates and the relationship of these characteristics to
examination performance were for the most part consistent with prior years. The jurisdic-
tions associated with above-average examinarion success and the academic institutions with

outstanding results also showed considerable consistency with prior years.

Educational level, scores on academic aptitude examinations, and total semester hours of
collegiate study all were strongly associared with better firsttime CPA examination perfor-
mance. Increased hours of accounting study had 2 positive but relatively minor effect on
examination performance. These four characteristics are related. A candidate with an
advanced degree will have more total semester hours and likely will have more accounting
hours and higher scores on academic aptitude examinations. The 1999 reports also showed
a positive relationship, for firsetime candidates especially, berween participation in a CPA

review course and performance on the examination.
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May 1999 Tabular Reports :

b b

Performance of First-Time Candidates by Jurisdiction

Performance of Repeat Candidates by Jurisdiction

Performance of All Candidares by Jurisdiction

Suceessful Candidate Report ~ Candidates Taking All Four Subjects and
Passing All Four Subjects

Performance of Candidates by Highest Level of Education Achieved

Performance of Candidates by Total Semester Hours

Performance of First-Time Candidates by Semester Hours of Accounting

Performance of First-Time Candidates by SAT and ACT Scores

Performance of First-Time Candidates by GRE and GMAT Scores

Performance of Candidates by Supplementary Study

Performance of First-Time Candidates by Decision to Study Accounting

Performance of First-Time Candidates withoutr Advanced Degrees by School

Performance of First-Time Candidares with Advanced Degrees by School

Performance of Repeat Candidares withour Advanced Degrees by School

Performance of Repeat Candidates with Advanced Degrees by School

School Index ~ Total Candidates for Each College and Universicy
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37
39

41
43
44
45
46
47
48
49
50
64
68
89
96
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November 1999 Tabular Reports

B O N

Performance of First-Time Candidates by Jurisdiction

Performance of Repeat Candidates by Jurisdiction

Performance of All Candidates by Jurisdiction

Successful Candidate Report ~ Candidates Taking All Four Subjects and
Passing All Four Subjects

Performance of Candidates by Highest Level of Education Achieved

Performance of Candidates by Total Semester Hours

Performance of First-Time Candidates by Semester Hours of Accounting

Performance of First-Time Candidates by SAT and ACT Scores

Performance of First:-Time Candidates by GRE and GMAT Scores

Performance of Candidares by Supplementary Study

Performance of First-Time Candidates by Decision to Study Accounting

Performance of First-Time Candidates without Advanced Degrees by School

Performance of FirstTime Candidates with Advanced Degrees by School

Performance of Repeat Candidates without Advanced Degrees by School

Performance of Repeat Candidates with Advanced Degrees by School

School Index ~ Total Candidates for Each College and University
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