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INTRODUCTION

The National Association of State Boards of Accountancy (NASBA) began gathering data on
CPA examination candidates in 1982 and has published reports on performance and selected
characteristics since 1985. The 2002 edition contains reports on the Uniform CPA Examina-

tions given in May and November 2001.

NASBA offers these reports 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 examinartion candidate requesting biographic and demographic information. Com-
pleted questionnaires are sent by the boards to NASBA after each May and November
examination. Candidate information is entered into a computer system and martched against
examination grades to generate statistical reports of performance. The identitics and grades

of individual candidares are kept confidenrial.

The tabular reports for the examinations given in 2001 are presented following this commen-
rary. The 13 reports for each examination are consistent in topic and format with those
presented from 1994 to 2000. 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 examinarion, It should be
recognized, however, that achieving a scote of 75 or above does not assure the candidate of
earning credit for a particular examinarion subject. This is because of conditioning require-
ments, which vary among jurisdictions and make the granting of credit dependent on passing
mwo or maore subjects and/or achieving a minimum score on the subjects failed. Conditioning
requirements and credit earned have not been considered in preparing the tabular reports ot

this summary.

The rabular 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
jurisdicrions. Most jurisdicrions require that firsttime candidates take all four subjects and
that repeat candidates rake all remaining unpassed subjects. However, four jurisdictions are
not as strict; in these jurisdictions, candidates may take fewer than all of the subjects for
which they are cligible and receive grades only in the subjects completed. This affects passing

tates, a subjecr addressed more extensively in the discussion of performance by jurisdiction.




As a general rule, one must exercise caurion in drawing conclusions from data of this narure.
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 firsttime status for those candidates registeting
through NASBA's CPA Examination Services Division, no attempt has been made to verify
candidate representations, nor to edit the candidate data for reasonableness. Undoubredly,
there are situations where candidates intentionally or unintentionally omit or misrepresent
data. As noted where appropriate, such misstatements probably vary based on the character-

istic involved.

In addition to the problems of inaccurare or incomplete candidate questionnaires, there also
are instances when candidates do not submit questionnaires or the questionnaires are not
forwarded to NASBA. Missing questionnaires do not change national resuits to a great
extent, since overall participation still is high. Reports 1 through 4 are drawn from AICPA
and NASBA records {to the extent possible} and thus include all candidares by jurisdiction.
Missing and inaccurate questionnaires primarily affect tabular reports 5 through 13, some of
which show the number of candidates “not answering.” In particular, missing question-
naires result in misstaternent of the participation and passing percentages shown for indi-

vidual colleges and universities in Reports 12 and 13.

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, with inputs from
Professor Nicholas W. Schroeder, Ph.D., CPA, of the University of Toledo. The comments

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

TRENDS IN EXAMINATION PARTICIPATION

A decade-long decline in the number of CPA examination candidates continued in 2001
Considering both May and Novernber together, candidates decreased eight percent from
2000 to 2001, from 115,493 to 106,072. The decrease in firsttime candidates was 12.5
percent, and there was a six percent decline in repeat candidates. This followed similarly
large decreases in 2000, as the profession continued o absorb the effects of implementing
the 150-hour educational requirement in the majority of its jurisdictions. There were 26
percent fewer candidates in 2001 than in 1990, the all-time high for candidate participation,
and 2001 had the fewest number of candidates since 1978,

A comparative summary of candidare participation for the two most recent examinations

tollows.



TOTAL CPA EXAMINATION CANDIDATES

2000 2001 Change
First-Tima Candidates

May 15,854 12826  -19.1%
November 21,223 19,614 76
Total 37077 32440 -125

Repeat Candidates

May 37,837 35,106 -7.2%
Novemiber 40,579 38,526 -5.1
Total 78416 73,632 -6.1

Totzal Candidates

May 5369t 47,932 107%
November 61,802 58,140 59
Total 115493 106,072  -82

Traditionally there have been slightly more CPA examination candidates in November than
in May. Ten years ago, in 1991, there was a nine petcent increase from the spring to the fall.
This disparity grew modestly in the 1990s but accelerated in 1998, when the profound
effects of the 130-hour requirement began. In 2001 there were 21 percent more candidates
in November than in May, made up of 53 percent more first time candidates and 10 percent

more repeat candidates.

To an extent the current decline in CPA examination candidates indicates decreasing interest
in accounting as a profession and/or opportunities in public accounting. As noted above,
this has been strongly reinforced by the 150-hour educarional requirement in many jurisdic-
tions. lmplementation of this requirement generally leads to an initial bulge in firsttime
candidate enrollments, then a sharp drop-off in number of candidates, followed by a gradual
{pethaps partial) recovery. Six additional jurisdictions implemented the higher requirernent
in 2001 {compared to 15 in 2000}, which contributed to the lower number of first-time
candidates. Moreover, for the first-rime in 2001 there began ro be substantial negative effects
on the participation of repeat candidates. These numbers have remained relatively high
because candidates in the system ar the time of implementation are allowed to continue.
Only as those candidates complere the examinartion {or drop out) do the nunbers of repeat

candidates decline.




The expected pattern of effects on number of firsttime candidates does not prevail in all
jurisdictions due to differences in implementarion strategy. Some jurisdictions require 150
hours of higher education for certificarion (or licensure) but allow candidates to take the
examination before this requirement has been fulfilled. Others allow candidates to begin
the examination process after the implementation date provided they were qualified educa-
tionally to rake the examination prior to this date. Both of these approaches defer the
decline in firsttime candidates, and the first of them may mitigate it permanently ro some
extent. These variations also make it difficult to track the effects of implementation and the
expected recovery in the number of candidates. In the long run, however, the revised
requirement will have an impact in all of these jurisdictions. Its effect on the number of
candidares will depend upon whether potential CPAs continue to be discouraged by the

higher educational standard or rise to the challenge and increasingly embrace it.

Another factor affecting the pattern of examination enroliments in recent years is that
candidates are taking greater advantage of an absence of residency requirements to take the
examination in other jurisdictions. In some instances this is a strategy to avoid {(or delay) the
consequences of the 150-hour requitement. In addition, some jurisdictions are benefiting

from an influx of foreign candidartes interested in fulfilling CPA requirements.

To provide insight into changes over the past decade, the numbers of firsctime and total
candidates for 1991 were compared, by jurisdiction, with those for 2001. In 1991 just one
jurisdiction (Florida) required 150 hours of higher education before taking the examination.

By 2001 well over half of the jurisdictions had implemented this requizement.

There were 53,800 firsr-time candidates in 1991 and 86,200 repeat candidares, for a total of
140,000, By 2001 all of these totals had declined — to 32,400 firsetime candidates (down 40
percent), 73,600 repeat candidares (down 15 percent) and 106,000 rotal candidates (down
24 percent). As noted, changes in repear candidates lag behind the firsttime changes {as
candidares work through the sysrem), so this probably indicates further declines in total

candidates in the vears ahead.

Among the 54 jurisdictions, 38 showed declines in total candidates from 1991 to 2001, and
43 jurisdictions had fewer firsttime candidates. This included nearly all of the jurisdictions
that had implemented the 150-hour educational requirement by 2001, bur declines over 10
percent in first-time candidates also were recorded by many of the jurisdicrions that had not
made this change. These included California, Massachuserts, Michigan, Minnesora, New
York and Virginia, Their experience indicates rhat more than the 150-hour requirement is

involved in the nationwide decline in candidates.

The 10 jurisdictions with increases in firstrime candidates from 1991 to 2000 included four
(Delaware, Guam, Maine and New Flampshire) that appear to have benefited from non-

resident candidates. Together these four had firsttime enrollments thar increased tenfold,



from 399 in 1991 ro 3,847 in 2001. The number of firsttime candidates also increased
from 1991 to 2001 in Alaska, Colorado, New Mexico, Oklahoma, Utah and Vermont.
Alaska, Guam and Utah are the only jurisdictions that implemented the 150-hour require-

ment in the 1991-2001 period and also experienced increases in firsttime candidates.

The big question for the CPA profession is how the 150-hour educational requirement will
affect the number of examination candidates in the long-term. It is too early to tell, but
indications thus far are thar recovery will be slow. This is illustrated in the table below.

It summarizes first-time examinarion participation (in total and as a share of first-time
candidates) for 11 jurisdictions (Alabama, Arkansas, Georgia, Kansas, Louisiana, Mississippi,
Nebraska, South Carolina, South Dakota, Tennessee and Utah), all of which implemented
the 150-hour requirement in the mid-to-late 1990s. It compares participation for a
“normal” preimplementation year (where “normal” is defined as the third and fourth
examinations prior to implementation), participation in the last two examinations before
implementation and participation in each of the past three years. The news in this table is
mixed. The number of first-time candidates increased in these jurisdictions after iraplemen-
tation, initially at fairly rapid rates—65 percent by 1999 and an additional 17 percent in
2000. Unfortunately, these growth rates were achieved from the low number of candidates
immediately after implementation. Even more distressing, there was virtually no growth in
firsttime candidates for these jurisdictions in 2001, and the number of firsttime candidates
for that year was less than 40 percent of the total for the “normal” predimplementation year.
It is premature to conclude that the pool of upcoming candidates has permanently shrunk,

but certainly the 2001 experience in these 11 jurisdictions is not encouraging.

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

Ratlo to Total
Number of First-Timea
Candidates Candidates

Third and fourth examinations prior to
implementation of | 50-hour requirement 6,881 15%

Last two examinations before
impiementation of | 50-hour requirement 11,39¢ 24%

First two examinations after

implementation of | 30-hour requirement | 466 3.5%
First time candidates in 1999 2412 5%
First time candidates in 2000 1,679 7%
First time candidates in 2001 2,696 8%




Six jurisdictions are implementing the 150-hour requirement in the 2002-04 period, and this
will have an adverse longterm effect on first-time entollments in these jurisdictions. It had
been hoped that the recovery in firstrime candidates in the states already implemented
wollld offset the declines in the newly implemented jurisdictions and thus that the bottom
might have been reached for firsttime candidares. Based upon the 2001 experience in the

11 selected jurisdictions, this does not seem as likely as it did a year ago. An additional
matter of concern is the lagged effect of the current declines for first-time candidates on the
future numbers of repeat candidates. Coupled with the uncertainty of first-time candidate
growth, this latrer factor strongly implies that total candidate enrollment will continue to fall

for some years to come.

i
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 vears are summarized below and
compared to the 199499 period. For purposes of this summary, the passing percentages for
May and November have been combined (weighted by number of candidares ar cach exami-

nation).

NATIONAL PASSING PERCENTAGES BY SUBJECT AND OVERALL

1994-1999 2000 2001

First-Time Candidates
Auditing (AUDIT) 29.8% 30.29% 31.6%
Business Law and Professionat
Responsibilities (LPR) 3.2 32.0 3589
Financial Accounting & Reporting -
Business Enterprises (FARE) 294 289 30.7
Accounting & Reporting -
Other Areas {ARE) 28.4 28.9 30.0
All subjects taken 15.7% 16.7% 17.8%
Some subject(s}, not all 294 278 29.2

All or some subjects 45,1 44.5 47.0
No subjects 549 555 53.0



NATIONAL PASSING PERCENTAGES BY SUBJECT AND OVERALL, continued

1994-1999 2000 2001
Repsar Candidates
Auditing (AUDIT) 33.5% 321% 33.4%
Business Law and Professional
Responsibilities (LPR) 343 326 329
Financial Accounting & Reporting -
Business Enterprises (FARE) 288 25.5 258
Accounting & Reporting -
OCther Areas (ARE} 30.5 30.1 292
Al subjects taken 28.1% 26.4% 26.1%
Some subject(s), not all 281 27.7 282
All or some subjeats 56.2 541 54.3
No subjects 43.8 45.9 45.7
Total Candidates
Auditing (AUDIT) 3t.9% 31.3% 327%
Responsibilities (LPR} 329 324 34.1
Business Enterprises (FARE) 29.1 26.7 275
Other Areas (ARE) 29.6 29.7 29.5
All subjeces taken 23.7% 23.3% 23.6%
Some subject(s}, not ali 286 L7 285
All or sorme subjects 523 5.0 52t
No subjects 47.7 49.0 473

Fitst-time candidates did relatively well in 2001, both in comparison to 2000 and to the
overall averages for 1994 to 1999 (1994 was the vear the present examination subject format
was adopted). Passing percentages for the year were higher in each individual subject, as was
the all-subject pass rate, which was up a percentage point from 2000 and two percentage
points from 1994.99. The number of firsttime candidates passing at least one subject rose
from 44.5 percent in 2000 to 47 percenrt in 2001. These improved percentages may indicate
that the 150-hour educational requirement is beginning to pay dividends in terms of exami-
nation performance.

Passing percentages for repear candidares were basically unchanged from 2000 to 2001, and
the level of performance, both on the individual subjects and overall, remains below that
experienced from 1994 to 1999, Presumably the 150-hour educational requirement will
eventually enhance these scores as well, bur the effece will take time as the lesser-prepared

candidates work their way through the sysrem.
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Among the four subjects, LPR and AUDIT continued to be the easiest to pass, both for first
time and repeat candidates. Consistent with recent years, the FARE examination was

especially difficult for repeat candidates.

The table below (abstracted from Reports 1 and 2) compares passing percentages for the May
2001 and November 2001 examinations to the weighted averages of the peIcentages experi-
enced in May and November from 1994 to 2000. Historically firsttime candidates have
performed betrer in May, but this was not the case in 2001 as the November petrcentages
were higher in all four subjects, as well as for all subjects taken and all or some subjects. The

performance for repeat candidates is typically near parity between May and November, as it
was in 2001.

COMPARISON OF MAY AND NOVEMBER PASSING PERCENTAGES

1994-2000 2001
May November May November

First Time Candidates
Auditing (AUDIT) 30.3% 29.5% 29.9% 32.7%
Business Law & Professionaf
Responsibilities (LPR) 31.5 3.2 34.9 6.6
Financial Accounting & Reporting -
Business Enterprises {ARE) 30.% 284 304 309
Accounting & Reporting -
Other Areas (ARE) 30.4 7.0 289 307
Adl subjects taken 16.7% {5.1% 17.2% 18.2%
Somne subject(s), not all 293 252 28.5 259.6

All or some subjects 46.0 443 45.7 47.8
Ne subjects 54.0 557 54.2 52.2
Repeat Candidates
Auditing (AUDIT) 33.2% 334% 339% 33.0%
Business Law & Professional
Responsibilities (LPR) 327 354 315 34.1
Financial Accounting & Reporting -
Business Enterprises (ARE) 27.3 29.3 56 260
Accounting & Reporting -
Orther Areas (ARE) 0.7 302 283 30.4
All sublects taken 28.2% 27.6% 26.6% 25.7%
Some subject(s), not al! 27.1 28.8 2732 5.1

Al or some subjects 55.3 56.4 53.8 54.8
No subjects 44.7 436 46.2 45.2



Passing percentages for firsttime candidates have been affected by the pattern of jurisdictions
implementing the 150-hour requirement. Candidates rushed to take the examination when
the requirement was imminent. Many times this was without adequate preparation, thus
resulting in a lower pass rate. In those years when many (and/or large) jurisdictions were
about to implement the higher educational requirement, the adverse passing percentages in
these states pulled down the national average. Once this flurry of candidates had passed
and the new educational requirements were in place, passing percentages rebounded. Over
rime, hopefully, the new passing rates in these jurisdictions will exceed the normal ones
previously prevailing, assuming that 150 hours of formal education translates into better
examination scores. This is not a foregone conclusion, since the 150-hour requirement is
directed toward enhancement of general skills, not necessarily to the development of
accounting knowledge and improvement of CPA examination performance. Nevertheless,
one would expecr performance to improve relatively in those jurisdictions implementing the
150-hour requirement, if only because the higher standard may be expecied to generate a
more motivated and qualified candidate.

A comparison of the 2001 firstrime passing rates to those prevailing 10 years ago, in 1991, is
instructive in this regard. At first glance, it appears that the 150-hour requirement has
provided little benefit for this period. The composite 2001 all-subject passing rate of 17.8
percent actually was down slightly from 17.9 percent in 1991. In part this is because the
1991 passing rate was higher than thar prevailing after the examination format was changed
in 1994--the composite all-subject passing rate having declined to 15.8 percent for the 1994-
2000 period. In addition, a disaggregation of the jurisdictions shows that those implement-
ing the 150-hour requirement in the past 10 years have done telatively better in the all-

subjecrt passing rate, at least in comparison to where they were in 1991,

The number of jurisdictions implementing the requirement rose from one {Forida) in 1991
to 39 at the end of 2001. As noted, not all of these jurisdictions have implemented fully,
i.e., some require 150 hours only for certification, rather than to take the examination, and
others are “grandfathering” candidates who mer the previous educational requirement prior
to implementation of the 150-hour requirement or making other exceptions that allow
candidates to sit withour meeting the higher educational requirement. These differences were
ignored, and all 39 of these jurisdictions were grouped for comparison to the 15 jurisdictions

which had not ver implemented the higher educational requirement.

The 39 implementing jurisdicrions had 32,988 first-time candidates in 1991, 61.4 percent of
all first-rime candidates in that year. This enroliment declined 60.3 percent over the next 10
years, to 13,101 firsetime candidartes in 2001 {40.4 percent of all firsttime candidares). Of
these 39 jurisdictions, 36 showed declines in firsttime candidates, and only Alaska, Guam,
and Urah had increases. Meantime, eight of the 15 non-implementing jurisdictions experi-
enced increases in firsttime candidates and only six had decreases. The number of firsttime

candidates declined for these 15 jurisdictions (in total) but only from 20,775 to




19,339 (6.9 percent), and their share of the firsetime candidate pool rose from 38.6 percent
in 1991 to 59.6 percent in 2001.

The 2001 passing percentages for these two groups were similar. The weighted composite for
the 39 implementing jurisdictions was 18.0 petcent, and for the 15 non-implemenring
jurisdictions it was 17.7 percent. Looking back to 1991, however, shows that the 39 imple-
menting jurisdictions increased from a composite 15.0 passing petcentage in that year while
the non-implementing 15 jurisdictions declined from 22.5 percent. Thus the 39 implement-
ing jurisdictions rose from an index value of .84 in 1991 to 1.01 in 2001 (based upon the
ratios of their composite passing rares to the national passing percentage for first-rime
candidates). This is a significantly berter relative performance than that achieved by the 15

non-implementing jurisdictions, whose index values declined from 1.26 in 1991 to .99 in
2001

The following table provides addirional support for a conclusion of improved passing
percentages in jurisdictions that have implemented the 150-hour requirement. It presents
data for the 11 jurisdictions whose firsttime candidate participation was described in the
previous section. They have been divided between a group of five jurisdictions {Alabama,
Louisiana, Mississippi, Tennessee and Utah) which implemented the 150-hour educational
tequiirement in the mid-1990s and anorher group of six jurisdictions that includes Kansas
(implemented in November 1997), and Arkansas, Georgia, Nebraska, South Carolina, and
South Dakota (all implemented in May 1998). The rable compares “normal” pre-implemen-
tation all-subject passing rates in these jurisdictions, where “normal” is defined as the third
and fourth examinations prior to implemenrarion, with passing rates in the last two exami-
narions before implementation, the first two after implementation and those prevailing in
1991, 1999, 2000 and 2001. In both cases the pattern follows the anticipated effects of 150-
hour implementation on passing rates—a sharp decline before implementation and a
rebound in the following periods. Unfortunately, both groups have experienced decreases in
passing percentages in recent years (the group of five starting in 2000 and the group of six in
2001). This development bears watching, bur at least for now the passing percentages in

both groups remain well above those prevailing before implementation.

For the second group of jurisdictions, the table shows the ratic of composite passing rates to
the national average for the period involved. In 1991 the passing rate ratio was . 85, i.e., 85
percent of the national average. During the “normal” pre-implementation period, it was .96.
The ratio dipped to .65 in the two examinations before implemenration but has exceeded
1.0 since then, indicating that the composite average for these six jurisdictions has been
above the national average. The ratio declined in 2000 and 2001, in part because passing
rates ose in other jurisdicrions, in part because of the 2001 overall decline in passing rates

in the six jurisdictions.



Because severzl different implementarion dates were involved, it was not practicable to
compare all of the ratios for the group of five jurisdictions. However, its ratio for 1991 was
BL. It rose to 1.23 in 1999, was 1.00 in 2000 and .86 in 2001. Even though the index was

down in 2001, it still represented an improvement over the relative performance in 1991.

COMPARATIVE FIRST-TIME PASSING PERCENTAGES FOR || SELECTED
IURISDICTIONS

Five Six
Implamaentations Impiementations In
in mid-1990s 1997-1998
Rate Rate Ratlo
Passing rate for these jurisdictions in 1991 1.08% 15.1% .85
Passing rate for third and fourth examinations prior
to implementation of 150-hour requirement 1.7 153 96
Passing rate for last two examinations before
implementation of 150-hour requirement 8.i 8.9 .65
Passing rate for first two examinations after
implementation of 150-hour requirement 6.5 188 .16
Passing rate for these jurisdictions in [999 18.5 2.2 .40
Passing rate for these jurisdictions in 2000 16.7 21.5 1.29
Passing rate for these jurisdictions in 200] t5.3 8.9 1.06

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.

Reporr 4 summarizes the performance of candidares taking all four subjects and passing all
four subjects by jurisdiction and in total. The percentages of candidates taking all four
suhjects were lower in 2001 than in 2000—still another effect of the mmplementation of the
150-hour requirement in many jurisdictions, as there were fewer firsttime candidates. On
an overall basis, Report 4 shows that 55 percenr of all May 2001 candidates and 62 percent
of all November 2001 candidates ook all four subjects. Of these, 9.2 percenr passed all
four subjects in May and 11.5 percent passed all four in November. The percentage passing
all four subjects was down from 10.4 percent in May 2000 but up from the 9.5 percent

observed in November 2000.




As in the past, the 2001 passing percentages for candidates taking all four subjects were lower
than those for firsttime 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 nexr section), primarily it indicates thar repeat candidates

who take all four subjects often are not as well-prepared as firsttime candidates as a group.

PERFORMANCE 8Y |URISDICTION

After each examination, NASBA recognizes as “honor roll states,” those jurisdictions whose
candidates have achieved passing grades in every subject at a rate highet than the national
average. The honor roll states for 2001 are presented below,

HONOR ROLL STATES

MAY 2001 NOVEMBER 2001

Arizona Missouri Alabarna Nebraska
California Montana California  New Hampshire
Colorado Nevada Colorado Utah
Delaware  New Hampshire Delaware Yermont

Florida New York Florida Washington

Georgia Utah linois Wisconsin

inois Yermont Minnesota
lowa Wisconsin

Minnesota

Not surprisingly, many of the above states appear among the top performers in the tables
presented below. 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.

[n the first rable below, the 11 highest ranking jurisdictions are listed by overall success of

first-time candidates passing all subjects taker. The other four tables show the six jurisdic-
tions with the highest rankings by examinarion subject. The listings have been expanded
from their usual size because Wyoming (which appears on some of the lists) had only three

tirsttime candidates in May 2001 and four in November 2001.



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 perfor-
mance of a jurisdiction’s candidates. These include variations in eligibility to take the
examination (particularly in relarion to academic background), the number of subjects for

which the candidate may register and conditioning requirements.

Of the 18 jurisdictions listed in one or both of the listings of highest-ranking jurisdictions
for candidates passing all subjects, 10 appeared on the May or November list in 2000, and 14
have implemented the 150-hour educational requirement.

SUCCESS RANKING BY |URISRICTION

First-Time Candidates Passing All Subjects Taken

PERCENTAGE PERCENTAGE

RANK  JURISDICTION PASSING RANK JURISDICTION PASSING
MAY 2001 NOVEMBER 2001

| Montanz 36.1 | Utah 387

2 lowa 34.1 2 Colorado 30.7

3 Wyoming 333 3 New Hampshire 294

4  Nevada 3.3 4  Washingten 28.0

5  lllincis 30.6 5 Idaho 27.%

6 Colorado 305 &  Wisconsin 270

7 Georgia 304 7 llinois 26.8

8  Connecticut 286 8  Minnesota 26.5

9  Wisconsin 28.0 9  lowa 26.1

10 Missouri 26.4 1¢  Delaware 258

Il Florida 235 Il Nebraska 254

First-Time Candidates Passing Auditing {(AUDIT)

PERCENTAGE PERCENTAGE

RANK  JURISDICTION PASSING RANK  JURISDICTION PASSING
MAY 2001 NOVYEMBER 1001

| Nevadz 56.3 | District of Columbia 524

2 lowa 49.2 New Hampshire 524

3 Connecticut 47.6 3 Utah 51.4

4 Colorado 44.6 4 Minnesota 45.6

5 Georgia 445 5 Colorado 44.2

6 Montana 443 & Florida 42,2




SUCCESS RANKING BY JURISDICTION, continuad

First-Time Candidates Passing Business Law & Professional Responsib]litles (LPR)

PERCENTAGE
RANK  JURISDICTION PASSING
MAY 200! _

| Wyoming 66.7
p] lowa 579
3 MNevada 56.3
4 Georgia 4.0
3 Calorado 51.3
llinais 51.3

PERCENTAGE
RANK  JURISDICTION PASSING
NOVEMBER 200!

| Utah 57.7
2 District of Columbia 57.1
3 Wisconsin 508
4 Florida 50.0
Wyoming 500

6 Wachington 43,1

First-Time Candidates Passing Financlal Accounting & Reporting - Business
Enterprises {FARE)

PERCENTAGE

RANK  JURISDICTION PASSING
MAY 2001

1 Yyoming 66.7
2 Montana 51.1
3 Hlinois 48.1
4 Colorade 45.3
L lowa 44.4
6 Georgia 44.0

PERCENTAGE

RANK  JURISDICTION PASSING
NOYEMBER 2001

H Utah 54.1
2 Washington 47.7
3 New Hampshire 46.7
4 Delaware 46.5
5 Colorade 444
3 Minnesota 43.7

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

PERCENTAGE

RANIKC  JURISDICTION PASSING
MAY 200)

| Montana 5.t
2 lowa 48.4
3 ingis 45.0
4 Colorade 4i.8
5 Georgia 4}.1
6 Wisconsin 40.9

PERCENTAGE

RANK  JURISDICTHON PASSING
NOVEMBER 2001

| Utah 55.0

2 Colorado 44 .4

Minnesota 44.4

4 Florida 44|

5 Washington 44.0

&  Wisconsin 43.5

In 50 of the 54 CPA examination jurisdictions, candidates are required to take all subjects

not previously conditioned. This means thar firsttime candidates in these jurisdictions take

all four examination subjects and repeat candidates withour conditional credit for any

subjects also must take all four subjects. Almost withour exception, this means that the

majority of candidates in these 50 jurisdictions are taking all four subjects. The exact

proportion in a particular jurisdiction depends upon the relative number of firsttime

candidares and how many of the repear candidates have earned conditional credit. For these

50 jurisdictions tn total, 71 percent of the 2001 examination candidates were taking all four

subjecrs.
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There are four jurisdictions that do not require that first-time candidates rake all four
subjects. In two of these (New Mexico and the Virgin [slands) the effects on national
averages are relatively minor. The other two {California and New York) have a greater
impact, particularly since the majority of first-time candidates in these large jurisdictions take
fewer than four subjects. In 2001 only 34.5 percent of California’s firstrime candidates took

all four subjects, and in New York ir was 16.7 percent.

Other things equal, candidates who take fewer than four subjects are more likely to pass all of
themn than if they take all four subjects at once. The “all subjects passed” percentage is based
on the number of subjects taken, and a candidate passing rwo subjects of two taken is treated
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 preparation
for just these subjects. This circumstance causes a degree of incomparability in Reports 1 o
3 and is the basis for providing Report 4, which compares the number of candidates taking
all subjects to rotal candidates in each jurisdiction and shows the percentage of these candi-

dates who achieved examination success on all four subjects.

The following table (drawn from Report 4) lists the highest-ranked jurisdictions in terms of
percentage of candidates taking all four subjects and passing all four subjects. There is
considerable congruence between this ranking and the first table in this section of the report,
which lists the top 11 jurisdictions for {first-time candidates passing all subjecrs taken. For

both May and November, seven of the 10 jurisdictions listed below appear on the earlier list.

CANDIDATES TAKING ALL FOUR SUBJECTS AND PASSING ALL FOUR SUBJECTS

PERCENTAGE PERCENTAGE

JURISDICTION PASSING RANK  JURISDICTION PASSING
MAY 2001 NOVEMBER 2001

Mantana 30.3 | Urah 25.6
lowa 223 2  New Hampshire 248
Celorado 21.3 3 Nebraska 239
Wisconsin 8.1 4  Colorado 237
Utah 16.0 5 Vermont 21.6
Vermont 15.8 6  Delaware 20.3
Florida 15.7 7 Florida 9.1
Delaware 15.0 8 Minnesota 87
Nevada 4.7 9 Maine 17.9
Georgia 14.4 10 Wisconsin 17.8




COLLEGE AND UNIVERSITY DATA

Graduates from more than 1,000 colleges and universities are represented among the
candidares for the Uniform CPA Examination. {See the School Index, Report 13, fora
complete listing of the schools and the total number of candidates from each school.)
NASBA summarizes examination performance (by subject and overall) for each school with
five or more candidates in a particular category. These data are presented in the following
statistical reports:

12-A Firsttime Candidates Without Advanced Degrees by School
12B  Firsetime Candidates With Advanced Degrees by School
12C Repeat Candidares Without Advanced Degrees by School
12.D  Repeat Candidates 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 thar an
institution’s primary purpose is to prepare candidares for the CPA examination, or that
schools should necessarily concentrate on improving their relative standings. Moteover,
many of the factors affecting examination performance are beyond the control of the
accounting faculty. These include the general scholastic ability of the instirution’s students,
the number and relative ability of the students from that institution who rake the examina-
tion, the rime lapse from graduation before candidates choose to take the examination, other
formal and informal preparation undertaken by candidates, the university’s general educa-
tional requirernents and preparation and the jurisdiction’s requirements for examination

eligibility and conditioning.

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 information 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 NASBA's reporting is to provide information. 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
As a result of its overseas programs, Montana State University-Billings again had the most
firsttime candidates without advanced degrees in both May and November 2001. Seven

other schools appeared on both listings. Not surprisingly, the institutions with the most

| firsttime candidates withour advanced degrees tend to be from jurisdictions that have not
adopted the 150-hour requirement, especially California, with five institutions on the May
2001 list and four on the November list. Moreover, implementation of the 150-hour
requirement in Illinois led to one notable omission from the May 2001 listing. The Univer-
sity of [llinoisUrbana, which had the most firsttime May candidates without advanced
degrees from 1989 to 1998, and the second most in May 1999 and May 2000, had only 40

firstrime candidares withour advanced degrees in May 2001, thus is nor listed.

16
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The University of Texas-Austin had the most firsttime May 2001 candidates with advanced
degrees. [t has led that listing since 1995. Brigham Young University, the advanced degree
November leader in three of the preceding four years, continued in that positien in Novem-
ber 2001. Texas schools held the first two positions on the May 2001 listing, but Notth
Carolina had three represenrarives on that list. The November 2001 listing included two

institutions each from Alabama, Florida, Indiana and Utah.

The ranking below summarizes the colleges and universities with the most 2001 first-time

candidates at each examination. Based upon the submitted questionnaires, there wete 67
institutions with 20 or more first-time candidates without advanced degrees in May 2001

and 139 in November 2001. These represent substantial declines from 2000 and particularly
from 1999, when jurisdictions benefited from a surge of candidates prior to implementation
of the 150-hour educational requirement. There were 55 institutions in May 2001 with 10
ot more first-time candidates with advanced degrees and 89 in November 2001—as one
would expect, given the greater emphasis on advanced education, these represent increases

over 2000, a small one in May and a much larger one (from 69 schools) in November.

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

MAY 2001 NOVEMBER 2001
SCHOOL NUMBER RANK SCHOOL NUMBER

Candidatas Without Advanced Degreas

Montarra Stare University - Billings 341 I Montana State University - Billings 237
California State University - Hayward 185 2 Baruch College of CUNY 175
University of California - Los Angeles 19 3 Cdliforpia State University - Hayward 169
Baruch College of CUNY 108 4 University of California - Los Angeles 152 |
University of Guam 90 S University of California - Santa Barbara 125
University of California - Santa Barbara 79 &  University of Puerto Rice - Rio Piedras 100 .
Texas A & M University 67 7  California State University - Northridge 93
University of Puerte Rico - Rio Piedras &7 8  University of Guam 91 :
California State University - Northridge 4 9 Queens Collage of CUNY B4 -
San Diego State University 63 10 Indiana University - Bloomington 8l .

Candidates With Advanced Degrees ‘

University of Texas - Austin 102 i Brigham Young University 68
Texas A & M University 63 2 University of Texas - Austin 62
Brigham Young University 61 3 University of Notre Dame 55
University of North Carolina - Chapel Hill 60 4 Unversity of Southern California 54 :
University of Georgia 48 5 University of Virginia 50 i
University of Florida 46 & Auburn University - Auburn 42
North Carolina State University - Raleigh 44 7 University of Alabama - Tuscaloosa 40 |
University of Hinois - Urbana 42 8  Indiana University - Bloomingron 39 i
Wake Forest University 40 University of Florida 39
University of Missouri - Columbia 3B 10 Florida International University 36 !
Miami University 36
University of Utah 36

~]



INSTITUTIONAL PASSING RATES

The schools with the highest passing percentages for first-time candidates on individual
examination subjects are listed below for the May 2001 and November 2001 examinations.
To be eligible for inclusion, an institution needed at least 20 candidates 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.

RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING INDIVIDUAL EXAMINATION SUBJECTS

Candidates Without Advanced Degrees

MAY 2001 NOYEMBER 2001
PERCENTAGE

RANK SCHOGL PASSING RANK SCHOOL

o W py —
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Auditing (AUDIT)

University of Northern lowa 69.8 1 Towson State University
University of South Florida 63.6 University of Central Florida
University of North Dakota 54.5 University of Virginia

University of fowa 54.2 4 University of Wisconsin - La Crosse
University of Wisconsin - Whitewater 52.4 5 Brigham Young University

University of Minnescta - Twin Cities

Buziness Law & Professional Responsibilities {LPR)

University of lowa 75.0 | University of Virginia

University of Northern lowa 72 2 University of Notre Dame
University of North Daketa 68.2 3 Louisiana State Univarsity - A & M
University of California - Los Angeles 60.0 4 University of Wisconsin - La Crosse
State University of New York at Albany 57.7 5 Towson State University

Financlal Accounting & Reporting - Business Enterprises (FARE)

Texas A & M University 552 | Towson State University

Pace University - New York 529 University of Minnesota - Twin Cities
University of Virginia 524 3 University of Central Florida
University of lowa 50,0 4 University of Wisconsin - Madison
University of North Dakota 50.0 5 University of Santa Clara

University of Wisconsin - Whitewater 50.0

Accounting & Reporting - Other Areas (ARE)

University of lowa 9.6 | University of Central Florida

Florida Atlantic University 61.9 2 Florida Atlantic University

University of Wisconsin - Whitewater 57.1 3 University of Minnesota - Twin Cities
University of California - Los Angeles 51.5 4 Uriversity of Virginia

University of Nerthern lowa 502 5 University of Wisconsin - La Crosse

PERCENTAGE
PASSING

60.0
60.0
600
54.5
50.0
50.0

66.7
65.7
65.5
65.2
65.0

60.0
&0.0
583
522
5.6

62.5
&3
60.0
56.7
56.5



RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING INDIVIDUAL EXAMINATION SUBJECTS, continued

Candidates With Advanced Degrees

MAY 2001 NOVEMBER 2001
PERCENTAGE PERCENTAGE
RANK SCHOOL. PASSING RANK SCHOOL PASSING
Auditing (AUDIT)
¢ University of Wisconsin - Madison 93.3 | University of Wisconsin - Madison 857
2 Montana State University - Bozeman 86.7 2 Loyola College {Baltimore) 750
3 Wake Forest University 825 3 Baruch College of CUNY 7.0
4 University of Houston 80.0 4 University of South Florida 714
5 Baruch College of CUNY 75.0 5 University of Oklzhoma - Norman 70.0
Business Law & Professional Responsibilities (LPR)
| Wake Forest University 97.5 ! George Washington University 818
2 Liniversity of Wisconsin - Madisen 93.3 Texas Christian University 81.8
3 Manchester College 91.7 3 University of Wisconsin - Madison 800
4 University of Montana 91.3 4 Oklahoma State University 78.6
5 University of South Flerida 86.7 University of South Florida 786
Financial Accounting & Reporting - Business Entarprises (FARE)

| University of South Florida 929 | University of Wisconsin - Madison 97.1
2 Wake Forest University 925 2 University of South Fiorida 857
3 Montana State University - Bozeman 86.7 3 Loyola Coliege (Baltimore) 833
Univeristy of Wisconsin - Madison 86.7 4 University of Florida 76.3

5 University of Montana 86.4 5 John Carroll University 722

Accounting & Reporting - Qther Areas {ARE)

1 Montana State University - Bozeman 93.3 | University of Scuth Florida 929
2 Univeristy of Wiscomnsin - Madison 887 2 University of Wisconsin - Madizon B9
3 Wake Forest University 825 3 University of California - Los Angeles 80.0
4 Manchester Callege a1.8 4 Ohio University 75.0
University of Montana 81.8 5 Californiz State University - Los Angeles 733

The following table lists the schools whose first-time 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 insritution must have had at least 20 graduates with baccalaure

ate degrees among its firse-time candidates or 10 first-time candidates with advanced degrees.

The earlier comments on mandatory participation of firsttime candidates in all four subjects are pertinent
here. Schools may have a reperting advantage, certainly in terms of percentage passing all subsjects taken and
somewhat on individual subjects, if their graduates take the examination in onc of the jurisdictions (Califor-
nia, New Mexico, New York and the Virgin Islands) that do not require firsttime candidates to take all four

subjects. To compensate for this factor, at least in part, schools have been omitred from the all-subject listing
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did not rake the subjects for which they were eligible.

below if the data indicate that mote than 10 percent of a jurisdiction’s first-time candidates
P ]

It is appropriate to give Honorable Mention to institutions, with 15 or more firsttime
candidates without advanced degrees, provided they would have been presented in the all-
subject ranking if they had 20 or more candidates. These institutions, listed in order of all-
stbject passing percentage, include the University of Notre Dame (from the May 2001
examination) and the University of Wisconsin-Oshkosh, University of lowa, University of
Horida, University of Missouri-St. Louis, University of Texas-Arlington, Boston University
and Univetsity of Washington {(from the November 2001 examination),

RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING ALL SUBJECTS TAKEN

MAY 2001

RANK SCHOOQL
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o o

University of Wisconsin - Whitewater

University of Northern lowa
University of lowa
University of North Dakota

University of California - Los Angeles

University of Virginia

University of Wisconsin - Madison
Unviersity of Hllinois - Urbana
Arizona State University

Face University - New York

PERCENTAGE

PASSING

45.5
41.9
417
364
336
33.3
3.8
30.0
29.7
29.4

NOVEMBER 2001

RANK SCHOOL
Candidates Without Advanced Degreas (20 or more candidates)

o W —

K
14

University of Central Florida

University of Minnesota - Twin Cities

College of New Jersey

University of Wisconsin - La Crossa
Minnesota State University

Walsh College

Florida Atlantic University
University of Virginia

Louisiana State University - A& M
University of Delaware

Candidatas With Advanced Degrees (10 or more candidates)

Wake Forest University

University of Wisconsin - Madison
Manchester College

Montana State University - Bozeman
University of South Florida

Florida State University

University of Houston

University of Colorado - Boulder
Univerity of Michigan - Ann Arbor
University of Missouri - Columbia

75.0
73.3
66,7
66.7
66.7
60.0
60.0
53.8
533
526

| 20 |

|
2
3
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University of South Flerida
University of Wisconsin - Madison
Jehn Carroll University
University of Nebraska - Lincoln
University of Utah

Brigham Young University
University of Florida

George Washington University
Texas Christian University
University of Texas - Austin

Armnong institutions with 20 or more firsttime candidates without advanced degrees, the
University of Wisconsin-Whitewater, which had finished among the top five schools in each
of the 10 examinations given from 1996 to 2000, led the list in May 2001, A perennially

strong May performer, the University of Northern lowa, moved from first in May 2000 to

PERCENTAGE
PASSING

48.0
40.0
350
348
330
330
323
323
3.0
290

714
65.7
50.0
500
47.2
471
46.2
45.5
45.5
45.2



second in May 2001. The University of Central Florida was the November 2001 leader,

replacing the University of Virginia. Institutions from 14 different jurisdictions were

included on the listings—two each from lowa and Wisconsin in May and two each from

Florida and Minnesota in November.

The top performer for May 2001, among institutions with 10 or more firsttime candidates

with advanced degrees, was Wake Forest University. It has been first or second at every May

examination since 1997, The November 2001 leader was the University of South Florida,

the most-frequently cited advanced-degree institution in recent years. The University of
Wisconsin-Madison, leader in November 2000, was second in both May 2001 and Novem-

ber 2001. Altogether there were institurions from 13 jurisdictions on these two lists. Florida

had two representatives at each examination. Texas and Utah had two each in November

2001.

Most of the institutions cited on the “Top-10” lists have been previously ranked. Many

schools are listed vear after year. The following table recognizes those schools that have

been ranked highly (or received honorable mention) four or more times during the past 10

years (20 examinaticns) from 1992 to 2001. These rankings were based upon percentages

of first-time candidates passing all subjects raken. The lists included 10 undergraduate

institutions in all years but only five graduate institutions prior to 1998.

COLLEGES AND UNIVERSITIES WITH THE HIGHEST PERCENTAGE OF

CANDIDATES PASSING ALL SUBJECTS TAKEN

Candidates Without Advanced Degrees

Schaol

Liniversity of Wisconsin - Whitewater
University of lllinois - Urbana
University of Wisconsin - Madison
University of Northern lowa
University of Pennsylvania

University of Wisconsin - La Crosse
University of Wisconsin - Oshkosh
Florida Atlantic University

University of Flarida

University of Virginia

Montana State University

University of California - Los Angeles
University of Michigan - Ann Arbor
Northern llfinois University

Portland State Liniversity

University of lowa

University of Minnesota - Twin Cities
University of Washingron

1992-2001
Candidates With Advanced Degrees
Listings School Listings
i2 University of South Florida 4
I University of Texas - Austin i0
10 Florida State University 7
9 tiniversity of Florida 7
7 University of Michigan - Ann Arbor 7
7 University of Wiscensin - Madison 7
7 University of Virginia &
& Brigham Young University 5
6 University of Central Florida 5
6 Wake Forest University 5
5 Universiry of Georgia 4
5 University of Missouri - Columbia 4
5
4
4
4
4
4
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CHARACTERISTICS OF CANDIDATES
|

A primary impetus for this survey is to gather information on the characteristics of the CPA exami-
nation candidate population, relate these characteristics to examination performance and identify
changes and trends in the pattern of characteristics. Three questions in the candidare questionnaire
address the nature of the candidate’s educational background. The first of these, summarized in
Report 5, asks for academic degrees earned or to be earned in the 120 days subsequent to the
examination. The second (Repott 6) requests total semester hours earned or to be earned in the
120 days subsequent to the examination. The third {Report 7) relates to semester hours in account
ing earned or to be earned within 120 days. Qther 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

There were 6,809 firsttime candidates with advanced degrees in 2001 (considering both the May
and Novetnber examinations). This constitutes 24.7 percent of the reporting candidates and
represents an increase from 6,033 in 2000 {18.6 percent) and 4,065 in 1990 (10.2 percent). While
it is gratifying that nearly a quarter of the first-time candidates held advanced degrees in 2001, this
statistic is a bir misleading. It resulred to a large extent because there werte far fewer first-time
candidates holding bachelor’s degrees in 2001. On the positive side, however, the absolute number
of candidates with advanced degrees did increase substantially in 2001—up 13 percent from 2000
and 67.5 percent from 1990.

The proportion of repeat candidates with advanced degrees increased to 15.8 percent in 2001 but
remnained below the percentage for firsttime candidates. This is because (1) advanced degree
holders are more likely to pass all subjects on the first attemnpt and (2) repeat candidates who begin
taking the examination before the 150-hour requirement becormes effective in a particular jurisdic-
tion generally are allowed to complete the examination within a statutory period, even though they
do not have 150 hours of academic education.

The following table compares the types of degrees held by first-time candidates holding advanced
degrees in 2001 with the breakdown in 1995 and 1990, Priroarily 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 over eight percent of the roral body of first-time candidares.
However, the holders of the master’s in accounting have increased from three percent of the firse
time candidates in 1990 to 14.5 percent in 2001

TYPES OF DEGREES HELD BY FIRST-TIME CANDIDATES WITH ADVANCED DEGREES

1990 I995 2001
Doctoral i.0% 1.0% [.0%
Master's in accounting ilo 47.3 58.8
MEBA with accounting emphasis 25.2 19.0 15.7
MBA with other emphasis 326 4.7 184
Non-business master's 58 53 40
Law degree 4.4 2.7 2.1
TOTAL [00.C 100.0 100.0
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Completion of an advanced degree is associated with strong CPA examination performance,
particularly for firsttime candidates. In 2001, 27.1 percent of first-time candidates who held
advanced degrees passed all subjects. This compares to 15.4 percent for candidates with
bachelor’s degrees only. Among the three major advanced degrees, the leading performers
were holders of the master’s in accounting (29.3 percent passed all subjects). Holders of
the MBA trailed somewhat, those with a concentration in accounting achieving a 21.8
percent pass rate and the other firsttime candidates with MBAs a pass rate of 23.7 percent.
As a group, the holders of non-business master’s, law degrees and the Ph.D. had an all-

subject pass rate of 28.8 percent.

The following table shows the 2001 first-time passing percentages for individual subjects,
based upon the candidates’ educational backgrounds. As in prior years, candidates with
doctoral degrees and master’s in accounring did better on all subjects. They were joined in
2001 by the holders of non-business master’s, a better than normal performance for this
group. Candidates with law degrees did well on the LPR examination bur were relatively
weak on the AUDIT examination. Advanced-degree holders had their greatest relative
advantage on the FARE and ARE examinations, primarily because the passing rates for

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

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

2001
Degree AUDIT LPR FARE ARE
Doctoral 44.8% 47.2% 47.0% 42.3%
Master's in accounting 46.7 51.8 46.0 45.5
MBA with accounting emphasis 382 42.4 364 323
MBA with other emphasis 382 45.14 387 36.2
Non-business master's 44.0 51.2 46.7 49.6
Law degree 322 49.3 374 43.6
All advanced degrees 43.4% 48.9% 43.0% 4.8%
Bachelor's degree 28.2 328 269 26.7

Ratie 1.54 1.49 1.60 §.57

TOTAL SEMESTER HOURS

Over 55 percent of the firsttime candidates in 2001 reported 150 or more semester hours of
academic study, and nearly half of this group reported more than 160 hours. These are
substantial increases from 2000. Only 26 percent of the firsetime candidates reported 130

or fewer hours, and just three percent teported fewer than 120.

The average for all first-rime candidates was 140.8 semester hours, up from 143.7 hours
observed in 2000, Semcster hours for repeat candidates also vose, from 140.5 hours to 141.9
hours. Semester hours for repeat candidates are lower than for firsttitme candidates because

achvanced degree holders are more likely to pass all subjects on the first attempt and repeat
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candidares in 150-hour jurisdictions often are allowed to continue sitting for the examination within a
statutory period, even though they do not meet the new educarional requirement.

Among first-time candidates, there was a clear-cut performance advantage if one had more than 150
hours of higher education. This is consistent with the superiority associated with advanced degrees,
Firsttime candidates with more than 150 hours had a 44 percent better chance to pass all subjects
when compared to those with fewer than 150 hours. This benefit is down somewhat from that noted
in recent years. The advanced-degree advantage for repeat candidares was only seven percent, relatively
minor compared to the disparity for firsttime candidares. This is because bachelor degree holders
achieve higher passing percentages when they repeat the examination and also because better prepared
advanced degree holders tend o 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 instruc-
tions 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 neaded.

SEMESTER HOURS OF ACCOUNTING

First-time candidates with advanced degrees reported an average of 36.1 semester hours of accounting
in 2001. The average reported for first-time candidates withour advanced degrees was 30.3 semester
hours. The changes from recent years were positive but relatively minor, Again it is likely that these
houts 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 10 percent better chance to
pass all subjects taken on the first attempr, and bachelor's degree holders with more than 30 hours
had a five percent better chance to pass all subjects, in both cases in comparison to candidates with 30
hours or less. The former percentage is down slightly from recent years, but the five percent for
bachelor degree holders is basically unchanged. For the latter especially, accounting educaiton has not

translared into significantly better examination performance.

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 program. In 1994, it added scores on
the Graduate Record Examination (GRE) and the Graduarte Management Admissions Test (GMAT.
Scores and relationships to CPA examination performance for first-time candidates ace presented in
Report 8 for the SAT and the ACT and in Report 9 for the GRE and the GMAT. A substantial
number of firsttime candidares report on the SAT or ACT, and on the GMAT. Report 9 shows that
far fewer of them have taken the GRE.
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It is probable that the scores reported by candidates are biased upward {not only in 2001 but also in
prior years). These scores are difficult to remembert, 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 aptitude scores, a relation-
ship which still is substantial. An assumption of the study is thar this upward bias, to the extent ir exists,
is consistent from year to year, thus allowing the tracking of trends.

With this caution, the estimated weighted average scores on these academic achieverent examinations
are compared with preceding years in the following table. Here the results are good. Average scores on
the SAT, the ACT and the GMAT all continued to tise in 2001, after being up slightly in 2000. GRE

scores also were higher, rebounding from lower levels in 2000.

ESTIMATED AVERAGE SCORES FOR FIRST-TIME CANDIDATES

1994 1997 2000 2001
SAT verbal 5t1 508 531 544
SAT mathematics 576 569 585 589
ACT verbat 241 24.3 24.6 249
ACT mathematics 254 253 254 257
GRE wverbal 539 531 523 540
GRE quantitative 6l 601 263 621
GRE analytical 593 5%1 5% 610
GMAT o47 549 562 565

Higher scores on these examinarions historically have been strongly associated with improved CPA
examination performance, and this continued in 2001. This is illustrated in the following table, which
shows the ratio of passing percentages for firsttime candidares to passing percentages for all first-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 RATIOS OF FIRST-TIME PASSING RATES
group (23 and under on the BASED ON ACADEMIC APTITUDE EXAMINATION SCORES
ACT or under 500 for the other 2001
examinations). A ratio of 1.0 High Middla Low
indicates parity with the average Group Group Group
firsttime candidate, so the high  [SAT verbat |.80 i.0l 54
ratios cited for the high group SAT mathematics 1.49 77 43
and the low ratios for the low
aroup are strong indications of ACT verbal 31 .13 63
SEOUP ate strons ® ACT mathermatics 1.78 1.06 51
the effectiveness of academic
aptituicle examinarion scores as GRE verbal 2.81 1.59 95
predicrors of examination GRE quantitative 218 1.03 F5

_ GRE analytical 225 .20 &7
SLCCRSS.

GMAT 247 [.29 .52

|25 |




SUPPLEMENTARY EXAMINATION PREPARATION

The proportion of first-time candidates reporting participation in a CPA review cotrse in the six
months prior to the examination was 64.1 percent in 2001, exactly the same percentage as in 2000.
Repeat candidates indicated more likelihood of participation than in recent years: 57.9 percent in
2001, compared to 56.4 percent in 2000 and 57.2 percent in 1999, Presumably other repeat
candidates participated in review courses at previous times but had not participared just prior to the
current examination. Despite some upward bias in reporting this participation, it certainly can be
concluded that a substantial proportion of the candidate bady has received preparation outside the
formal education system.

The proprietary (privately offered) course was cited by 89 percent of both the first-time and repeat
candidates who had taken courses. This domination is consistent with recenr years. College-
sponsored non-credit courses were reported by over six percent of firsttime candidates taking a

course, and just under five

RATIOS OF SUCCESS
percent of the first-time 2001

candidates (with courses} had

firm-sponsored courses. For 1994-1999 2000
repeat candidates, firm-sponsored First-Time Candidates
courses were the choice of over Auditing (AUDIT) 151 |.46
six percent of the candidates Business Law & Professional
(with courses), and college— Responsibilities (LPR) 1.60 |.54
Financial Accounting & Reporting -
sponsored courses were reported Business Enterprises (FARE) 1.52 144
by under five percent. Accourting & Reporting -
Other Areas (ARE) 1.56 1.54

Two tables in this sect lat

O hes In TS section retate Passingall subjects taken 182 L7
the effectiveness of CPA coaching Passing one or more subjects |38 (33

course preparation {(in terms of

Repeat Candidates
passing percentages) to the

. . Auditing (AUDIT) b 112

. £ Sw

success of candidares with no Business Law & Profassional

review coutse. The first table is Responsibilities {LPR) 119 18

based on total participation in all Financial Accounting & Reporting -

three rypes of review course, and Busm%ss Emerpr's_es (FARE) 1 .10
) Accounting & Reporting -

the second details performance bY Other Areas (ARE) 113 Lil

type of course. In both tables,

the success level for those with no Passing all subjects taken i.03 1.07

course is set at L.O. A score above Passing one or more subjects 109 109

FOR CANDIDATES PARTICIPATING IN CPA REVIEW COURSES

2001

.41

1.50

i.39

{42

1.53
1.36

1.09

I.13

.10

1.09

[.0%
1.07

1.0 shows superior performance

tor those taking the review course, and a score below 1.0 indicates performance below the
average for candidates with no course. Referring to the first table, for example, firsetime
2001 candidates who had a coaching course were 41 percent more likely to pass the AUDIT
examination in 2001 and 50 percent more likely to pass the LPR examination, in compari-
son to candidates with no coaching course. The tables compare 2001 success with 2000 and
with the 199499 weighted average.
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RATIOS OF SUCCESS
BY TYPE OF CPA REVIEW COURSE

1994-1999 2000 2001

First-Time Candidatas

Fassing all subjects taken

College-sponsored 1.89 1.89 .42
Proprietary 1.82 1.69 1.55
Firm-sponsored |44 .67 1.43

Passing one or more subjects

College-sponsored 1.36 1.30 1.24
Proprietary 1.28 1.33 1.37
Firm-sponsored 1.28 1.27 .29

Repeat Candidates

Passing all subjects taken

College-sponsored 91 94 96
Proprietary 1.03 i.07 1.0%
Firm-sponsered 1.03 .14 1.08

Passing one or more subjects

College-sponsored 1.03 1.01 .02
Proprietary (.10 1.09 .07
Firm-sponsored .13 112 1.09

On an overall basis, first-rime candidates with CPA review courses performed substantially
better in 2001 than candidates without these courses, but their advantage was less than for
2000 and the average for 1994-1999. For repeat candidates the relarive advantage from
coaching courses changed relatively little. 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.

All three types of coaching courses are beneficial to first-time candidates. In recent years,
college-sponsored and proprietary courses have outperformed firm-sponsored courses, but
this advantage narrowed in 2000 and college-sponsored courses moved well ahead of propri-
etary courses. In contrast, proprietary courses were clearly superior to the other two types of
course for firsttime candidates in 2001, For 2001 repeat candidates, both proprietary and

firm-sponsored courses again outperformed the college-sponsored courses.

College-spensored courses in general are more effective for the May examination than they
are in November, particularly for firsttime candidares. The opposite prevails for firm-
sponsored courses. As in prior years, passing percentages for proprietary courses showed

mote consistency between May and November than the other types of coaching courses.
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Proprietary courses facilitate success on all examination subjects, but their greatest relative
benefit {in 2001 and historically) has been on the LPR examination. Other past observa-
tions, again confirmed in 2001, were thar firm-sponsored courses are most beneficial

{compared to other subjects) in Auditing and that college-sponsoted courses provide their

greatest advantage, at least for firserime candidates, in the FARE and ARE examinations.

DECISION TO MAJOR IN ACCOUNTING

Since 1994 the candidate questionnaire has asked when candidates decided to study account-
ing. Report 11 relates the responses of firsttime candidates to performance on the examina-
tion. Candidates were given the choices shown in the following table, which compares the
responses for 2001 with the average from 1994 to 2000. The “other” choice presumably
arrracted those candidates who could nor recall with certainty.

TIMING OF DECISION TO MAJOR IN ACCOUNTING

1994-2001
Graduate Undergraduate
1994-00 1001 1994-00 2001
It high school or earlier 22.4% 26.5% 38.3% 3.2%
| Lower division college 5.8 8.8 36.2 35,1
| Upper division college 10.4 1.8 1.1 13.5
After undergraduate degree 31.0 245 8.6 1.2
Other 10.4 8.4 58 8.0

Not surprisingly, those obtaining graduate degrees decided on accounting at a larer time, but
about half of the candidates in this group had made their decisions by the end of the
sophomore year, and this tendency may be increasing, if the data for 2000 and 2001 indicare
atrend. And while far more of these individuals continte to be artracted to accounting {and
i graduate rraining in accounting) afrer baccalaureate graduation than during the last two

years of the undergraduate program, this disparity also decreased in 2001, as it had in 2000.

At the undergraduate level, on the other hand, the 2001 data (as in 2000} indicare later
‘ decisions than the average for the preceding years. Particularly noteworthy is the larger
percentage of these candidates who decided to become accountants after the undergraduate
degree. Even in 2001, however, over two-thirds of these candidates had decided on account-

ing by the end of the sophomore year.

As a general rule, the later one is attracted to accounting, the betrer he or she performs on
the CPA examination. This applies regardless of whether one obtains a graduate degree.
Firsetime 2001 candidates who chose accounting in high school were 14 petcent less likely to

pass all subjects than the average candidate. Persons making the selection after the
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bachelot’s degree had a 20 percent 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 differen-
tiate between graduate and bachelot’s degree holders, but an ageregation of the graduate and
undergraduate responses allows the comparison presented below. The 1994-2000 tendency
to make a decision in high school (partly reversed in 2000 and 2001) continued a trend
already observed in 1980. Similarly, the ongoing movement toward fewer decisions during
the undergraduate college years may be abating to some extent. As compared to 1970,
many more 1994-2001 candidates decided upon accounting after the bachelor’s degree, but

this change had been largely accomplished by 1980.

HISTORICAL COMPARISON OF DECISION TO MAJOR IN ACCOUNTING

1970 1980 1994-2000 200}
High school or earlier 29.1% 33.8% 38.5% 33.5%
Lower division college 532 41.4 37.1 36.6
Upper division college 13.2 12.2 11.8 14.2
After undergraduate degree 4.5 12.6 12,6 157

The 2001 NASBA study of CPA examination candidate characteristics and performance
continues a tradition begun in the early 1980"s. The results often affirmed those reported in
prior years, but this vear's study also provided some interesting developments. First-time
candidares in 2001 were more likely to have advanced degrees and showed an increase in
hours of higher education and scores on academic aptitude examinations. All of these are
factors associared with examination success. On the other hand, CPA review courses, while
still popular and still beneficial, did not contribure as much to the success of first-time 2001

candidates as they had in earlier years.

The implementation of the 150-hour educational requitement, peaking in 2000 and 2001,
has had a major impact on the number of candidates and passing percentages. [n general,
these two effects are inversely related. As the date for imposition of these requirements
approaches, candidates who cannot meet the new educarional standard hurry ro get into the
examination system. 1his increase in first-time candidates 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. At the succeeding examinations, the
numbers of first-time candidates go down, there rend to be mote advanced degrees and more

semester hours of academic study and passing rates rise.
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In 2001, as in 2000, the number of first-time candidates fell sharply, as a result of the
implementation of the 150-hour requirement in many jurisdictions and what also may be a
general decline in the popularity of accounting as a career. This reaction to the enhanced
educational requirement follows the expected pattern, but it may be argued that candidate
numbers have declined more and recovered less than anticipated. Predicting furure candi-
date enrollments thus is difficulr, but further shott-term declines are likely. The numbers of
firsetime candidates are rising slowly (if ar all) in the jurisdictions which have implemented
the 150-hour requirement, and these increases will be offset by declines in the six jurisdic-
rions implementing the enhanced educational requirement in the 20022004 period. As the

effects of the implementation ripple through the system, moreover, the number of repeat

candidates will continue to decline.

On a more positive note, implementation of the 150-hour educational requirement already
has led to greater candidate success in the jurisdictions involved. Again one could argue that
the improvements should have been greater, but this is 2 mattet of judgment. Certainlya
continuing rise in national passing percentages may be expected as the impact lessens from
lower scotes just prior to implementation and more candidates meet the higher educational

standards.
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May 2001 Tabular Reports

I N N R o

Performance of First-Time Candidates by Jurisdiction

Performance of Repeat Candidates by Jurisdiction

Performance of All Candidates by Jurisdiction

Successful Candidare 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 without Advanced Degrees by School

Performance of First-Time 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 Universiry
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