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INTRODUCTION

The National Association of State Boards of Accounrancy (NASBA) began gathering data
on CPA examination candidates in 1982 and has published reports on performance and
selected characteristics since 1985. The reports in this book are for the Uniforrn CPA

Examinations given in May and November 2002,

NASBA offers these reports through the voluntary participation of individual boards of
accountancy and the cooperation of the Armerican Institute of Certified Public Accountants
(AICPA), which prepares and grades the Uniform CPA Examination for the 54 U.S. jurisdic-
tions. To participate in the study, a board of accountancy distributes a questionnaire to each
examination candidate requesting biographic and demographic information. Completed
questionnaires are sent by the boards to NASBA afrer each May and November examination.
Candidate information is entered into a computer systern and matched against examination
grades to generate statistical reports of performance. The identities and grades of individual

candidates are kept confidential.

The tabular reports for the examinations given in 2002 are presented following this com-
mentary. The 13 reports for each examination are consistent in topic and format with those
presented from 1994 to 2001, In all of the rabular reports, as well s in this commentary,
performance is defined in terms of a passing score of 75 or above. All fout 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 candidate
of earning credit for a particular examination subject. This is because of condirional
requirements, which vary among jurisdictions and make the granting of creditdependent on
passing two ot more subjects and/or achieving a minimum score on the subjects failed.
Conditioning requirernents and credit earned have not been considered in preparing the

tabular reporcs or this summary.

The tabular reports show the percentages of candidates earning passing scores on each
individual subject, passing all of the subjects taken, passing none of the subjects taken, and
passing at least one, but not all, of the subjects taken. Apgain, there are variations armong
jurisdictions. Most jurisdictions require that first-time candidates take all four subjects and
that repeat candidates take all remaining unpassed subjects. However, some jurisdictiorns are
not as strict; in these jurisdictions, candidates may take fewer than all of the subjects for
which they are eligible and receive grades only in the subjects completed. This affects
passing rates, a subject addressed more extensively in the discussion of performance by

jurisdiction,
As a general rule, one must exercise caution in drawing conclusions from dara of this nature.

While exatmination 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 register-
ing through NASBA's CPA Examination Services Division, no atremnpt has been made o
verify candidate representations, nor to edit the candidate dara for reasonableness, Un-
doubtedly, there are situations where candidates intentionally or unintentionally omit or
mistepresent data. As noted where appropriate, such misstatements probably vary based on

the characreristic involved.

In addition to the problems of inaccurate or incomplete candidate questionnaires, there are
also instances when candidates do not submir questionnaires or the questionnaires are not
forwarded to NASBA. The number of missing questionnaires was up in 2002, bur usable
reports still were received from over 85 percent of the candidates. A particular problem was
experienced in Oklahorma, where information (other than examination scores) appears to be

missing for all of the November 2002 candidares.

One of the effects of missing questionnaires is to misstate the relative numbers of first-time
and repeat candidates and thus to complicate comparisons of these two groups. NASBA
can unilaterally identify the firsttime candidates only in the 26 jurisdictions which use its
CPA Examination Services Division. In the other jurisdictions, an absence of a question-
naire leads to an assumption that candidates taking all four subjects are first-time candi-
dates. This tends to overstate the number of firsttime candidates in these jurisdictions if
candidares are required to take all examination subjects and understate them if this is not
required. Oklahoma (cited above) is in the former category. Treating all of its foursubject
candidates as firsttimers in November 2002 resulted in 81 percent of its total candidares
being classified as first-time, compared to 48 percent in May 2002 and 54 percent in
November 2001. While this likely is a major misstatement for Oklashoma, it does not have a

major effect on the total candidate population.

In general the problem of missing and inaccurate questionnaires should not be overempha-
sized, as long as overall participation remains high. Reports | through 4 are drawn from
AICPA and NASBA records and thus include all candidates by jurisdiction, perhaps slightly
misclassified between firsttime and repeat, as noted above. Data from the questionnaires
are more directly relevant to tabular reports S through 13, some of which show the number
of candidates “not answering,” but no major distortion is expected. Probably the greatest
potential effect from missing and inaccurate questionnaires is in misstatement of the
participation and passing percentages shown for some of the individual colleges and
universities included 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 comtents
are those of Professor Leathers and do not represent an official interpretation of the data by
NASBA.
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TRENDS IN EXAMINATION PARTICIPATION

The decadelong decline in the number of CPA examination candidates reversed slightly in
2002. Considering both May and November together, candidates increased 2.7 percent
from 2001 to 2002, from 106,072 to 108,955. The increase in firsttime candidates was 7.5
percent, and there was a .6 percent increase in repeat candidates. This is encouraging, but
the degree of recovery was slight, and there still were 24 percent fewer candidares in 2002
than in 1990, the all-time high for candidate participation. Other than 2001, 2002 had

fewer candidates than any vear since 1978,

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

follows.
TOTAL CPA EXAMINATION CANDIDATES

2001 2002 Change

First-Time Candidates

May 12,826 15079 +17.6%

MNovember 19614 19,788 +.9

Total 32,440 34,867 +7.5
Repeat Candidates

May 15,106 35,347 +. 7%

November 38536 38741 +.6

Total ?3,632 74,088 +.6
Total Candidates

May 47,932 50426 +52%

November 58,140 58,529 +.7

Total {06,072 108955 +23.7

Traditionally there have been slightly more CPA examination candidates in November than
in May. In 1991, there was a nine percent increase from the spring to the fall. This dispar-
ity grew modestly in the 1990s, accelerated in 1998, when the profound effects of the 150-
hour requirement began, but has declined somewhat from 2001. In 2002 there were 16
percent more candidates in November than in May, made up of 31 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. This has
been strongly reinforced by the 150-hour educational requirement in many jurisdictions.

Implementation of this requirement generally leads to an initial bulge in firsttime candidate
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entollments, followed by a sharp drop-off in these candidates. The 2002 experience of
Massachusetts {llustrates this parrern. This jurisdiction tad 1,006 firsttime candidates in
May 2002 {up from 398 the previous May) and only 120 in November 2002 (down from 747
the previous November). On a national basis, however, the effects of 150-hour implementa-
tion wete relatively minor in 2002, compared to the preceding vears. And this condition
likely will continue, given that only a few implementarions are 1o be effected in upcoming

years. Thus a continued modest recovery in first-time candidares is to be expected.

The expected pattern of effects on number of firsttime candidates does not prevail in all
jurisdictions because of differences in implemencation strategy. Some jurisdictions allow
candidares with fewer than 150 hours to begin the examination process after the implemen-
ration date provided they were qualified educationally to take the examination prior to this
date. Others require 150 hours of higher education for certification (or licensure} but allow
candidates to take the examination before this requirement has been fulfilled. And two
jurisdictions {California and Pennsylvania) allow alternative approaches to the examination,
one of which permits becoming a CPA with 120 hours of higher education, rather than
150. All three of these variations in approach defer the decline in first-time candidates, and
the latrer two may mitigate it permanently to 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 candidates will depend upon whether
potendal CPAs continue to be discouraged by the higher educational standard or rise o the

challenge and increasingly embrace it.

Another factor affecring the patrern of examination enrollments 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 may be a strategy to avoid (or
delay) the consequences of the 150-hour requirement. In addition, some jurisdictions are
benefiting from an influx of foreign candidates interested in fulfilling CPA requirements. A
comnparison of Reports 12A ro 12D for 2002 with 1994, the first year these particular data
were reported, shows that the portion of candidates citing education at a foreign institution

has risen from 2.6 percent to 10.1 percent.

To provide insight inte changes in the candidate population over the past decade, the
numbers of firsctime and total candidates for 1991 were compared, by jurisdiction, with
those for 2002, In 1991 just one jurisdiction {(Florida) required 150 hours of higher
education before taking the examination. By 2002 about three-quarters of the jurisdictions

had implemented this requirement.
There were 53,800 firsetime candidates in 1991 and 86,200 repeat candidates, for a total of

140,000. By 2002 these quantities had declined—to 34,900 first-time candidates (down 35
percent), 74,100 repeat candidates (down 14 percent) and 109,000 total candidates {down
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22 percent). Note that changes in repeat candidates lag behind the firsttime changes, as
candidates work through the system.

Among the 54 jurisdictions, 39 showed declines in total candidates from 1991 to 2002, and
42 jurisdicrions had fewer firsttime candidates. This included nearly all of the jurisdictions
that had fully implemented the 150-hour educational requirement by 2002, but declines
over 10 percent in firsttime candidates also were recorded by many of the jurisdictions that
had not made this change. These included partial implementers California and Pennsylva-
nia, and the jurisdictions of Michigan, Minnesota and New York, where implementation is
scheduled later chis decade. This experience indicates that more than the 150-hour require-

ment is involved in the nationwide decline in candidates.

The 12 jurisdictions with increases in first-time candidates from 1991 to 2002 included five
(Delaware, Guam, Maine, New Hampshire and Vermont) that appear to have benefired
significantly from non-resident candidates. Together these five had firsttime enrollments
that increased !1-fold, from 490 in 1991 to 5,548 in 2002, The number of firsetime
candidates also increased from 1991 to 2002 in Alaska, Arizona, New Mexico, Oklahoma,
Utah, the Virgin Islands and Virginia. Alaska, Guam and Utah are the only jurisdictions
that implemented the 150-hour requirement in the 1991-2002 period and also experienced

increases in firsttime candidates over this period.

An important question for the CPA profession is how the 150-hour educational require-
ment will affect the number of exarnination candidates in the long-term. It is too early to
tell, but indications thus far are that recovery will be slow. This is illustrated in the table
below. It summarizes firsttime examination participation (in rotal and as a share of first
rime candidates) for 11 jurisdictions {(Alabama, Arkansas, Georgia, Kansas, Louisiana,
Mississippi, Nebraska, South Carclina, South Dakota, Tennessee and Urah), all of which
implemented the 150-hour requirement in the mid-to-late 1990s. It compares participation
for a “normal” preimplementation vear (where “normal” is defined as the third and fourth
examinations prior o implementation), participation in the last two examinations before
implementation, the first two after implementation, and in each of the past three years.
The news in this table is mixed. The number of firsttime candidates increased fairly rapidly
in these jurisdictions after implementation, and was up over 80 percent by 2000. Unforw-
nately, this growth rate was achieved from the low number of candidates immediately after
implementation, and there was virtually no growth in 2001. In 2002, however, the number
of firsttime candidates in these jurisdictions grew by five percent. This is reason for
cautious optimista, but the number of firsttime candidates for 2002 remained at only 41

percent of the total for the “normal” pre-implementation year.




PARTICIPATION OF FIRST-TIME CPA EXAMINATION CANDIDATES
FOR |1 SELECTED JURISDICTIONS

Ratie to Total

Number of First-Time
Candidates Candidates
Third and fourth examinations prior 1o
implementation of |50-hour requirement 6,88| 152
Last two examinations before
implementation of 150-hour requirernent ['1,396 4%
First two examinations after
implermentation of 150-hour requirement 1,466 3.5%
First time candidates in 2000 2,679 7%
First time candidates in 2001 2,696 B%
First time candidates in 2002 2,839 8%

Given the 2002 rebound in firsttime candidates, it is possible thar 2001 provided a botrom-
ing-out for these enrollments. Offserting future improvements in the implemented jurisdic-
tions, of course, will be negative effects in 2003 and 2004 from the implementation of the
150-hour requiretnent in five more jurisdictions. Thus it is encouraging that the anticipated
further decline in repeat candidates did not accur in 2002, If this development condinues,

the potential for a modest rise in overall candidate numbers is more promising.

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 summarized below and

compared to the 199400 period. For purposes of this summary, the passing percentages for
May and November have been combined (weighted by number of candidares at each
examination).
MNATIONAL PASSING PERCENTAGES BY SUBJECT AND OVERALL
1 994-2000 200} 2002
First-Time Candidates
Auditing (AUDIT) 29.9% 31.6% 33.1%
Business Law and Professional
Responsibitities {LFR) 303 359 368
; Financial Accounting & Reporting -
Business Enterprises (FARE} 293 307 il4
Arcounting & Reporting -
Other Areas (ARE) 284 300 321
All subjects taken 15.8% 17.8% 19.0%
Some subject(s), not all 2832 222 29.6
All or some subjects 45.0 47.0 4B8.6
No subjects 55.0 53.0 51.4

|6 |



NATIONAL PASSING PERCENTAGES BY SUBJECT AND OVERALL, continued

1994-2000 2001 2092
Repeat Candidates
Auditing (AUDIT) 313% 33.4% 331.7%
Business Law and Professional
Responsibilities {LPR} 341 329 335
Financial Accounting & Reporting -
Business Enterprises (FARE) 28.3 258 252
Accounting & Reporting -
Other Areas (ARE} 304 29.2 29.9
All subjects taken 27.9% 26.1% 25.7%
Some subject(s), not all 280 8.2 285
All or some subjects 339 54.3 542
No subjects 44.1] 45.7 45.8
All Candidates
Auditing (AUDIT) 31.8% 32.7% 33.4%
Business Law & Professional
Responsibilities {LPR} 328 341 348
Business Enterprises (FARE) 28.8 7.5 276
Other Areas (ARE) 29.6 29.5 307
All subjects taken 23.7% 13.6% 21.6%
Some subject(s), not all 284 285 28.9
All ar some subjects 52.1 52.1 525
No subjects 479 479 47.5

Firsttime candidates did relatively well in 2002, both in comparison to 2001 and to the
overall averages for 1994 to 2000 (1994 was the year the present examination subject format
was adopted). As in 2001, passing percentages for the year were higher in each individual
subject, as was the allsubject pass rate, which was up a percentage point from 2001 and
three percentage points from 1994-2000. The number of first-time candidates passing at
least one subject has risen from 45 percent in 1994-2000 to 48.6 percent in 2002, These
improved percentages are an indication that the 150-hour educational requirement is paying

dividends in rerms of improved examination performance.
On the other hand, passing pexcentages for repeat candidates have been basically un-

changed over the past three years, and except in auditing, the level of performance remains
below that experienced from 1994 to 2000. Presumably the 150-hour educational require-
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ment will eventually enhance these scores as well, but the effeccwill take rime as the lesser-

prepared candidates work their way through the system.

Among the four subjects, LPR and AUDIT continued to be the easiest to pass, both for
firsctime 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 2002 and November 2002 examinations to the weighted averages of the percentages
experienced in May and November from 1994 ro 2001, Histerically, first-time candidaces
have performed betrer in May, but chis pattern has changed in recent vears. The perfor-
mance for repeat candidates typically is near parity between May and November, but May

was stronger in 2002.

COMPARISON OF MAY AND NOVEMBER PASSING PERCENTAGES

1994.2001 2002
May November May Novemnber

First Time Candidates
Auditing (AUDIT) 30.3% 29.8% 30.9% 34.8%
Business Law & Professional
Respensibilities (LPR) 3.8 IL7 49 383
Financial Accounting & Reporting -
Business Enterprises (ARE) 30.5 87 32.0 310
Accounting & Reporting -
Other Areas (ARE) 302 27.4 3.4 2.6
All subjects taken 16.7% |5.4% 18.8% 19.2%
Some subjeci(s), net all 29.2 292 277 LI

All or some subjects 45.9 44.6 46.5 50.3
No subjects 54.1 55.4 535 49.7
Repeat Candidates i
Auditing (AUDIT) 33.3% 33.4% 14.6% 32.8%
Business Law & Professional
Respensibilities (LPR) 316 352 328 341
Financial Accounting & Reporting -
Business Enterprises {ARE) 27.1 289 6.4 242
Accounting & Reporting -
Other Areas (ARE) 30.4 302 0.8 29.4
All subjects taken 28.0% 27 4% 27.1% 24.5%
Some subject(s), net all rrAl) 289 281 289

All or some subjects 55.¢ 56.3 55.2 534
No subjects 449 437 44.8 46.6



Passing percentages for firsetime candidares have been affected by the pattern of jurisdic-
tions implementing the 150-hour requirement. Candidates rush to take the examination
when the requirement is imminent. Many times this is without adequate preparation, thus
resulting in a lower pass rate. In those years when many {and/or large) jurisdictions are
abouc to implement the higher educational requirement, the adverse passing percentages in
these states have pulled down the national average. Once this flurry of candidares has
passed and the new educational requirements are in place, passing percentages have re-
bounded. This is illustrated by the experience in Massachusetts in 2002, In May, before the
150-hour requirement, the allsubject pass rate for firsetime candidates was 5.5 percent. In

November, after implementation, it was 20.0 percent.

Over time, hopefully, the passing rates in the 150-hour jurisdictions will exceed the normal
ones previously prevailing, assuming that more formal education translates into betrer
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
aceounting knowledge and improvement of CPA examination performance. Nevertheless,
one would expect performance to improve relatively in those jurisdictions implementing the
150-hour requirement, if only because the higher standard may be expected to generate a

more motivared and qualified candidate.

A comparison of the 2002 firsttime passing rates to those prevailing 11 years ago, in 1991,
provides evidence of improved performance. The composite 1991 alksubject passing rate of
17.8 percent (for all jurisdictions) rose to 19.0 percent in 2002, and this may understate the
degree of improvemnent. This is because the 1991 passing rate was higher than that prevail-
ing after the examination format was changed in 1994—the composite all-subject passing
rate having declined two 15.8 percent for the 1994-2000 period. In addition, a disaggregarion
of the jurisdictions shows that those implementing the 150-hour requirement in the past 11
years have done relatively better in the alksubject passing rate, at least in comparison to

where they were in 1991

The number of jurisdictions implementing the requirement rose from one (Florida) in 1991
to 41 by the time of the Novernber 2002 examination. This includes California and
Pennsylvania, nominal implementers who still allow some candidates 1o become CPAs with
120 hours of higher education. Notall of the other jurisdictions have implemented fully,
i.e., some are requiring 150 hours only for certification {not to take the examination) or
making other exceptions that allow candidates to sit without meeting the higher educational
requirement. These latter differences have been ignored, but California and Pennsylvania
have been grouped with the 13 jurisdictions which had not yet implemented the higher

educational requirement for comparison to the remaining 39 implementing jurisdictions.

These 39 jurisdictions had 32,213 first-time candidates in 1991, 59.% percent of all first-time

candidates in that year. This enrollmentdeclined 54 percent over the next 10 years, to
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14,812 first-time candidates in 2002 (42.5 percent of the total). Of these 39 jurisdictions,
36 showed declines in first-time candidates, and only Alaska, Guam and Utah had in-
creases. Meantime, nine of the 15 nondimplementing jurisdictions experienced increases in
firsttime candidates. The number of first-time candidates declined for these 15 jurisdic-
tions {in total) but only from 21,530 to 20,055 {seven percent), and their share of the firse
time candidate pool rose from 40.1 percenr in 1991 to 57.5 percent in 2002.

The 2002 passing percentages for these two groups favored the 39 implementing jurisdic-
tons. Their all-subject rate for firsttime candidares was 20.3 percent, compared to 18.1
percent for the other 15 jurisdictions. Looking back to 1991, moreover, shows that the 39
implementing jurisdictions increased from a composite 15.7 passing percentage in that year
while the other 15 jurisdictions declined from 21.2 percent. Thus the implementing
jurisdictions rose from an index value of .88 in 1991 to 1.07 in 2002 (based upon the ratios
of their composite passing rates to the national passing percentage for first-time candidates).
This is a significantly better relative performance than that achieved by the other 15 jurisdic-
tions, whose index values declined from 1.19 in 1991 o .95 in 2002,

The following table provides additional support for a conclusion of improved passing
percentages in jurisdictions that have implemented the 150-hour requirerent. 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
requiremnent in the mid-1990s and another group of six jurisdictions that includes Kansas
(implementing in November 1997) and Arkansas, Georgia, Nebraska, South Carolina and
South Dakota (all irnplementing in May 1998). The table compares “normal” preimple
mentation allsubject passing rates in these jurtisdictions, 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 after implementation and those prevail
ing in 1991, 2000, 2001 and 2002. In both cases the partern follows the anticipated effects
of 150-hour implementation on passing rates—a sharp decline before implementation and a
rebound in the following periods. There has been lirtle or no improvement since 2000, but
for both groups the passing rates remain well above those prevailing in 15%1.

For the second group of jurisdictions, the table shows the ratio of composite passing rates to
the national average for the period involved. In 1991 the passing rate ratio was . 85, ie., 85
percent of the national average. During the “normal” preimplementation period, it was
96, The rado dipped o .65 in the two examinations before implementation 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 2001 but rebounded in 2002.

Because several different implementation 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
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61, Irroseto 1.23 in 1999, and was 1.00 in 2000, .86 in 200! and .80 in 2002, The index
has declined in the past three years, as other jurisdictions upgrade educational require-

ments, but its level still represents an improvement over the relative performance in 1991,

COMPARATIVE FIRST-TIME PASSING PERCENTAGES FOR | [ SELECTED
JURISRICTIONS

Five
Implementations in  Six Implementations
mid-1990s in 1997-1998

Rate Rate Ratio
Passing rate for these jurisdictions in [99] 11.0% 15.1% .85
Passing rate for third and fourth examinations prior
to implementation of |150-hour requirement 1.7 1513 .96
Passing rate for |ast two examinations before
implementation of 150-hour requiremsant B.i 8.9 .65
Passing rate for first two examinations after
implementation of |50-hour reguirement 16.5 188 116
Passing rate for these jurisdictions in 2000 16.7 215 1.2¢
Passing rate for these jurisdictions in 2001 153 189 1.06
Passing rate for these jurisdictions in 2002 15.3 216 1.13

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

Report 4 summarizes the performance of candidates taking all four subjects and passing all
four subjects by jurisdiction and in total. The percentages of candidates taking all four
subjects were higher in 2002 than in 2001—reflecting the greater relative emphasis on firse
time candidates in 2002. On an overall basis, Report 4 shows that 58 percent of all May
2002 candidares and 63 percent of all November 2002 candidates took all four subjects. Of
these, 11.2 percent passed all four subjects in May and 12.0 percent passed all four in
November. The percentages passing all four subjects was up from 9.2 percent in May 2001
and 11.5 percent in November 2001, consistent with the 2002 improvement in first-time

passing rates.

As in the past, the 2002 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 arise because a substantial number of first-time candidates take fewer
than four subjects (as discussed in the next section), primarily it indicates that repeat
candidates who take all four subjects often are not as well.prepared as firsetime candidates

as a group.




PERFORMANCE BY JURISDICTION

Afrer 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 2002 are presented below. '

HONOR ROLL STATES

MAY 2002 NOVEMBER 2002
Arizona Arizona
Cotorado Caltfornia
Delawar s Colorado
Horida Florida
Georgia Georgia
llinois linois
lowa lowa
Minnesota Minnesota
Missouri New Hampshire
Montana Nevada
MNevada Utah
New Hampshire Vermont
New Mexico Wizconsin
New York
Utah
Wisconsin

Not surprisingly, many of the above states appear among the top performers in the tables
presented below. Mowever, these tables include firsetime candidates only, whereas the
honor roll incorporates performance for all candidates. Moreover, a jurisdiction’s candi-
dates may perform very well on a particular subject but below average on one or more other

subjects, thus not achieving the honor roll designation for that state.

In the first table, the 10 highest ranking jurisdictions are listed by overall success of first-
time eandidates passing all subjects taken. The other four tables show the five jurisdictions
with the highest rankings by examination subject. The Virgin Islands qualified for the May
listings for LPR and all subjects but has been omitted because it had only chree firsttime

candidates.

These data are presented only as a matter of interest, and conclusions as to quality should
be avoided. Many factors, in addirion to candidate ability and prepararion, affect the
performance of a jurisdiction’s candidates. These include variations in eligibility to take the
examination {particularly in relation to academic background), the number of subjects for

which the candidate may register, and conditioning requirements.

Of the 15 jurisdictions listed in one or both of the listings of highestranking jurisdictions
for candidates passing all subjects, 12 appeared on the May or November list in 2001.
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SUCCESS RANKING BY JURISDICTION
First-Time Candidates Passing All Subjects Taken

PERCENTAGE FERCENTAGE
RANK  JURISDICTION PASSING RANK  |URISCICTION PASSING
MAY 2002 NOVEMBER 2002
i Montana 457 | Utahk iss
2 lowa 42.4 2 lowa 33.0
3 Wisconsin 3BS 3 Vermont 321
4 Georgia 34.2 4 Wisconsin 317
5 Rhode island 333 5 Hlinois 288
6  llinois 315 hNew Hampshire 288
7 Colorado ins 7  Colorado 281
Indiana 308 g Nevada 268
g Connecticut 15.4 9 Minnesota 6.2
10 Delaware 26.4 [0 Maine 260
Utah 26.4
First-Time Candidates Passing Auditing (AUDIT)
PERCENTAGE PERCENTAGE
RANK  JURISDICTION PASSING RANK  JURISTICTION PASSING
MAY 2002 NOYEMBER 2002
| Montana 59.8 | District of Columbia 56.7
2 lowa 545 2 Verment 5.9
3 Connecticut 50.0 3 Utah 49.5
4 Wisconsin 49.7 4 Wisconsin 48.6
5 Gecrgia 49.2 3 illinois 458

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

PERCENTAGE

RANK  JURISDICTION PASSING
MAY 2002

I lowa 61.6
2 Montana 56.0
3 Wisconsin 55.3
4 [lineis 549
g Colorado 53.8

PERCENTAGE

RANK  JURISDICTION PASSING
NOVEMBER 2002

i Wisconsin 57.0
2 District of Columbia 56.7
3 Idaho 542
4 Colorado 535
5 Utah 52.4

First-Time Candidates Passing Financial Accounting & Reporting - Business Enterprises

PERCENTAGE

RANK  JURISDICTION FASSING
NOVEMBER 2002

{ Utah 54.4
2 Verment 54.1
3 idaho 48.6
4 Maine 48.5
5 Colorado 47.5

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

PERCENTAGE

RANK  JURISDICTION PASSING
MAY 2002

| lowa 56.3

2 Montana 538

3 Wisconsin 525

4 Utah 50.0

Wyoming 50.0

PERCENTAGE

RANK  JURISDICTION PASSING
MAY 2002

| Maontana 64.4

2 lowa 60.4

3 Wisconsin 57.5

4 Utah 55.8

5 Rhede Isiand 55.6
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PERCENTAGE
RANK  JURISDICTICM PASSING
NOYEMBER 2002

| Utah 60.2

1 Wisconsin 458

3 lowa 48.0

4 ¥Yermont 45.7

5 Colorade 43.5




In 50 of the 54 CPA examination jurisdictions, candidates are required to take all subjects
not previously conditioned. This means that firsttime candidates in these jurisdictions 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 50 jurisdictions are taking all four subjects. The exacr
proportion in a particular jurisdiction depends upon the relative number of first-time
candidates and how many of the repear candidates have earned conditional credit. For
these 50 jurisdictions in total, 73 percent of the 2002 examination candidates were raking

all four subjects.

There are four jurisdictions that do not require that first-time candidates take all four
subjects. In two of these (New Mexico and the Virgin Islands) the effects on national
averages are relatively minor. The other two (California and New York) have a greater
impact, particularly since the majority of firsttime candidates in these large jurisdicrions
take fewer than four subjects. In 2002 only 35 percent of California’s firse-time candidates

took all four subjects, and in New York it was 19 percent.

Other things equal, candidates who take fewer than four subiects are more likely to pass all
of them than if they take all four subjects at ance. The “all subjects passed” percentage is
based on the number of subjects taken, and a candidate passing two subjects of tao taken is
treated the same as one passing four of four. Candidates who take fewer than four subjects
also should perform berrer 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 candidates
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 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 10 jurisdictions for firsttime candidates passing all subjects taken.
For both May and November, eight of the 10 jurisdictions listed below appear on the earlier
Hist. Once again, the Virgin Islands is omitted for May, even though one of its three
candidates passed all four subjects.
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CANDIDATES TAKING ALL FOUR SUBJECTS AND PASSING ALl FOUR SUBJECTS

PERCENTAGE
RANK  JURISDICTION PASSING
MAY 2002
[ Montana 385
2 lowa 30.4
3 ‘Wisconsin 237
4  Colorade 205
5 Delaware 18.9
6 Ninois [7.4
7 Vermont 172.2
8 Georga 6.5
9  New Hampshire 6.0
Utah 16.0

COLLEGE AND UNIVERSITY DATA

RANK

OO NS R W —

PERCENTAGE
JURISOICTION PASSING

NOYEMBER 2002

Yermont 261
Utah 26.0
New Hampshire 246
Wisconsin 220
Colorado 20.1
Maine 200
Minnesota 19.4
Nevada 192
Florida 17.4
Arizona 17.3

Graduates from more than 1,000 college and universities are represented among the

candidares for the Uniform CPA Examination. {See the School Index, Repore 13, for a

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 reporis:

124 Firsetime Candidates Without Advanced Degrees by School

12B  Firsttime Candidates With Advanced Degrees by School

12C  Repeat Candidates Without Advanced Degrees by School

12D Repear Candidates With Advanced Degrees by School

In reporting these data, NASBA does not claim that CPA examination passing rates (or the

rankings) 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

necessarily concentrate on improving their relative standings. Moreover, 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 instirution who take the examination, the time lapse from

graduation before candidates choose to take the examination, other formal and informal

preparation undertaken by candidates, the university’s general educational requirements
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and preparation, and the jurisdiction's requirements for examination eligibility and condi-

tioning.

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

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

INSTITUTIONAL REPRESENTATICN

As a result of its overseas programs, Montana State University-Billings, the leader in both
May and Novemnber 2001, had the most firsttime candidates without advanced degrees in
May 1002 and the second most in November 2002. The top spot in November 2002 was
raken by California State University- Hayward, which had been second or third in number of
candidates the preceding nine examinations. Four other schools appeated on both the May
and November listings. Not surprisingly, the institutions with the most firsttime candidates
without advanced degrees tended to be from jurisdictions that have not adopted (ot not
fully implemented) the 150-hour requirement, especially California, which had four institu-

tions on each of the 2002 listings.

The University of Texas-Austin again had the most first-time May 2002 candidates with
advanced degrees. It has ted the May kisting since 1995. Brigham Young University, the
advanced-degree Novernber leader in four of the five preceding vears, continued in that
position in November 2002. These two institutions, along with three others were listed in
both May and Novernber. Texas had owo representatives at each examination, as did North
Carolina in May 2002,

The ranking below summarizes the colieges and universities with the most 2002 firsttime
candidates at each examination. Based upon the submitred questionnaires, there were 62
institutions with 20 or more firsttime candidates without advanced degrees in May 2002
and 109 in November 2002, These are lower than 2001, continuing a pattern of declines
atrributable to implementation of the 150-hour educational requirement. There were 58
institutions in May 2002 with 10 or more firsttime candidates with advanced degrees and
90 in Novernber 2002--minor increases attributable to the greater emphasis on advanced

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

MAY 2002 NOVEMBER 2002
RANK  SCHOOL NUMBER RANK  SCHOOL NUMBER

Candidates Without Advanced Degrees

1 Montana State University - Billings 269 I California State University - Mayward 212
2 California State University - Hayward |95 2 Montana State University - Billings 148
3 University of California - Los Angeles |OF 3 Baruch College of CUNY 141
4 University of Guam 93 4 University of Califernia - Los Angefes 114
5  Bentley Cellege g6 5 University of California - Santa Barbara 103
6 Baruch College of CUNY 85 6  University of Guam 9h
7 University of lllinais - Urbana 80 7 Indiana University - Bloomington 79
8  University of California - Santa Barbara 78 8  University of Nevada - Renc 75
9 Texas A& M University 70 % ArizonaState University 71
University of California -Berkeley 70 16 University of Arizona 64
Iniversity of California - Northridge (<&

Candidates With Advanced Degrees
| University of Texas - Austin {49 | Brigham Young University 82
2 University of lilingis - Urbana (39 2 University of Texas - Austin 71
3 Texas A& M University 72 3 University of Netre Dame LY
4 University of North Carolina - Chapel Hil 66 4 University of Virginia 5t
5  North Carolina State University - Raleigh 55 5 Naorthern lltirois University 48
6 Brigham Young UUniversity 52 6 Miami University 45
7 Wniversity of Florida 48 7 Texas A& M University 43
8  University of Notre Dame 39 Unversity of Southern California 42
9 University of Georgia 37 9 University of Fiorida 40
10 University of Michigan - Ann Arbor 34 University of Wisconsin - Madison 40
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INSTITUTIONAL PASSING RATES

The schools with the highest passing percentages for firsttime candidates on individ ual
examination subjects are listed below for the May 2002 and November 2002 examinations.
To be eligible for inclusion, an instirution needed ar least 20 candidares with baccalaureare
degrees or 10 candidates with advanced degrees. Schools were excluded if it was derermined
that there were fewer than the required number of candidates on the subject invalved.
RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING INDIYIDUAL EXAMINATION SUBJECTS
Candidates Without Advanced Deagrees

MAY 2002 NOVEMBER 2002

RANK SCHOOL % PASSING RANK SCHOOL

LI B O P s W b —

N e W -

1 b ow o —

Auditing (AUDIT)

University of Northern lowa 727 | Rutgers University - New Brunswick
Nlingis State University &0.0 2 University of Virginia

Chio State University 583 3 Appalachian State University
University of Seuth Florida 55.0 4 Ohio State University

lowa State University 52.4 5 Yillanova University

Business Law & Professional Responsibilities (LPR)

University of Northern lowa 70.9 | New York University

lowa State University £8.2 pa Rutgers University - New Brunswick
University of lllincis - Urbana 66.3 3 University of Wisconsin - La Crosse
State University of New York at Buffalo 80.7 4 University of Notre Dame

illingis State University 60.0 5 illinois State University

University of South Florida 60.0

Financial Accounting & Reporting - Business Enterprises (FARE)

University of Northern lowa 673 | University of Virginia

University of South Ficrida €5.0 2 Idaho State University

lowa State University 54.5 3 University of Wisconsin - La Crosse
University of lowa 54.2 4 University of Natre Dame

llinois State University 52.4 University of Wisconsin - Madison

Accounting & Reporting - Other Areas (ARE)

lowa State University 69.6 [ University of Wisconsin - La Crosse
University of Northern lowa 67.3 2 Grand Valley State Liniversity
University of fowa 62.5 3 University of Washington

Hlincis State University £1.9 4 Appalachian State University
University of lllinois - Urbana 56.3 5 Towson State Unjversity
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653
62.0
61.3
. 60.0
596

80.0
78.4
78.3
&7.9
64.5

65.3
524
522
500
50.0

£9.6
£5.0
60.9
58.1
57.1



RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING INDIVIDUAL EXAMINATION SUB|ECTS, continued

MAY 2002

RANK SCHOCL

(7. T O TV R W -

N o b ) —

oA L R —

Montana State University - Bozeman
Wake Forest University

Truman State University

University of Colerado - Boulder
University of Florida

Candidates With Advanced Degrees

9% PASSING

Auditing (AUDIT)

100.0
96.3
Ba2
B0.O
752

NOYEMBER 2002

RANK SCHOOL

N b ow R -

University of Arizona

University of ¥isconsin - Madison
MNorthern lliinois University
University of Washingten

Bowling Green State Universicy
Canisius College

University of Georgia

University of Texas - Arlington

Business Law & Professional Respensibilities (LPR)

Untversity of Colorado - Boulder
Montana State University - Bozerman
Wake Forest University

University of lowa

University of Wisconsin - Madison

106.0
94,13
96.3
0.9
B6.4

University of Arizona
University of South Florida
Canisius College

Fiorida State University
San Diege State University

Financial Accounting & Reporting - Business Enterprises (FARE)

University of lowa

Univeristy of Wisconsin - Madison
Montana State University - Bozeman
University of Florida

Manchester College

50.9
509
889
87.5
85.7

5

University of Wisconsin - Madison
Georgia State University
University of Arizona

University of Scuth Florida
Brigham Young University

Accounting & Reporting - Other Areas (ARE)

Mentana State University - Bozeman 26.2
University of lowa 0.9
Univeristy of Wisconsin - Madison Ba.4
Univeristy of Wisconsin - Whitewater B5.0
North Carolina State University - Raleigh 833

(. TN N % B

Georgia State University
University of Arizona
University of South Florida
University of Georgia

San Diego State University

% PASSING

76.9
74.4
71.7
71.4
700
70.0
70.0
70.0

1.7
21.7
0.0
B&.7
B4.6

795
784
75.0
75.0
732

85.7
B4.6
B33
80.0
76.9

The following table lists the schools whose firsttime candidates 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 ar least 20 graduates with baccalaureate degrees among its first-

time candidates or 10 firsttime candidates with advanced degrees.
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The earlier comments on mandatory participation of firsetime candidates in all four
subjects apply here. Schools may have a reporting advantage, certainly in terms of percent
ages passing all subjects raken and somewhat on individual subjects, if their graduates take
the examination in one of the jurisdictions {California, New Mexico, New York and the
Virgin Islands) that do not require that firsetime candidates take all four subjects at one
sitting. To compensate for this factor, at least in part, schools have been omitted from the
allsubject listing below if the dara indicate that more than 10 percent of the jurisdiction’s

firsttime candidates did not rake the subjeces for which eligible.

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.
subject passing percentage, include linois Wesleyan University, the University of Wiscon-
sinMilwaukee, the University of Virginia, the University of Nevada-las Vegas, Colorado
State Universiry, the University of Tennessee-Knoxville, and the University of Wisconsin
Whitewater (from the May 2002 examination} and the University of Wisconsin-W hitewater
and the University of Miami {from the November 2002 examination).

RANKING OF COLLEGES AND UNIVERSITIES
EY PERCENTAGE PASSING ALl SUBJECTS TAKEN
MAY 2002 NOVEMEER 2002

%
RANK SCHOOL PASSING RANK SCHOOL

Candidates Without Advanced Degrees (20 or more candidates)

| University of Northern lowa S56.4 [ Uriversity of Wisconsin - La Crosse
2 linois Stare University 47.6 2 University of Minresota - Twin Cities
3 University of lowa 417 3 Grand Valley State University

4 University of South Florida 40.0 4 University of Notre Dame

5 Unviersity of lllingis - Urbana 36.3 5 Hinois State University

6 iowa State University 34.8 University of Wisconsin - Madison
7 University of Minnesota - Twin Cities 333 7 Towson State University

8  Ohio State University 28.0 8 Rutgers University - New Brunswick
9 Arizona State University - West 24.1 9 University of Virginia
10 University of California - Los Angeles 3.8 G Appalachian State University

University of Maryland - College Park 23.8
Candidates With Advanced Degrees (10 or more candidates)

| Montana State University - Bozeman 85.2 | University of Arizona

2 Wake Forest University 74 2 University of South Florida

3 University of Wisconsin - Madison 7.7 3 University of Georgia

4 Truman State University 70.6 4 University of Wisconsin - Madison
5 University of Georgia 67.6 5 University of Houston

& University of Florida 66.7 6 San Diego State University

7 Manchester College 64.3 University of Kentucky

8 Depaul University 63.6 8 University of Washington

University of South Florida 63.6 9 Baruch College of CUNY

1Q University of Colorado - Boulder 60.0 Brigham Young University
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52.2
45.2
40.0
393
387
8.7
38.1
15.3
333
323

£9.2
66.7
60.0
37.5
55.0
538
518
536
524
52.4



Among institutions with 20 or more first-time candidates without advanced degrees, the
University of Northern lowa ranked first in May 2002, This school is a perennially strong
May performer with 15 Top-10 placements in the past 16 years and three previous first place
finishes. Itreplaced the University of Wisconsin-Whitewater, which did not have enough
candidates to qualify in 2002 but earned honorable mention in both May and November,
Lasr year's Novernber leader, the University of Central Florida, gave way to the University of
Wisconsin-La Crosse, another institution which has done well historically, appearing on
eight of the last nine November lists. Institutions from 14 different jurisdictions were
inchuded on the 2002 listings—three from Iowa and two from Illinois in May and two from
Wisconsin in November, llinois State University and the University of Minnesota-Twin

Cities appeared on both lists.

The top performer for May 2002, among institutions with 10 or more firsttime candidates
with advanced degrees, was Montana State University-Bozeman, which made its third
consecutive appearance on the May listing. It displaced Wake Forest University, which has
been first or second at every May examination since 1997. First in November 2002 was the
University of Arizona, which finished slightly ahead of last vear's leader, the University of
South Florida. The latter insttution, along with the University of Georgia and the Univer-
sity of Wisconsin-Madison, were listed in both May 2002 and Novernber 2002. Sixteen
different jurisdictions were represented on these two lists, with Florida having two listings in
May 2002.

Most of the instimutions 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 (or received honorable mention) four or more times during the past ten
vears (20 examinations) from 1993 to 2002, These rankings were based upon percentages
of firsttime candidates passing all subjects taken. The lists included 10 undergraduate

instimutions in all years but only five graduare instirutions prior to 1998.

COLLEGES AND UNIVERSITIES WITH THE HIGHEST PERCENTAGE OF
CANDIDATES PASSING ALL SUBJECTS TAKEN
1993-2002
Candidates Without Advanced Degrees

School Listings School Listings
University of Wisconsin -~ Whitewater i4 University of Pennsylvania [
University of lllingis - Jrbana I University of Wisconsin - Oshkesh é
University of Northern lowa g University of lowa 5
University of Wisconsin - Madison 9 Montana State University 4
University of Virginia 8 Portland State University 4
University of Wisconsin - La Crosse 8 University of Nevada - Las Yegas 4
University of California - Los Angeles 7 University of Notre Dame 4
Florida Atlantic University & University of Scuth Florida 4
University of Florida é University of Washington 4
University of Minnesota - Twin Cities (3
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COLLEGES AND UNIVERSITIES WITH THE HIGHEST PERCENTAGE OF
CANDIDATES PASSING ALL SUBJECTS TAKEN, continuad

1993-2002
Candidates With Advanced Degrees

School Listings Scheol Listings

University of South Florida 14 University of Georgia )
© University of Texas - Austin % University of Virginia &
. University of Wisconsin - Madison i Wake Forest University &

University of Florida 8 Baruch College of CUNY 4

Florida State University 7 Manchester College 4

University of Michigan - Ann Arbor 7 University of Missouri - Columbia 4
i Brigham Young University 6

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 on the
candidate questionnaire address the nature 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 earned in the 120 days subsequent to the examination. The second (Report 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 accounting earned or to be
earned within 120 days. Other questions in the questionnaire gather dara on academic
aptitude examination scores—the SAT, the ACT, the GRE and the GMAT (Reports 8 and
9), participation in CPA examination coaching courses (Report 10), and the timing of the

candidate’s decision to major in accounting (Report 11}.

LEVEL. OF EDUCATION

The number of candidates with advanced degrees grew in 2002 but not so rapidly as in the
preceding year. There were 7,272 first-time candidates with advanced degrees in 2002
{considering both the May and November examinations together). This constituted 28.1
percent of the reporting candidates and represented an increase from 6,809 candidates in
2001 (24.7 of the total reporting), 6,033 in 2000 (18.6 percent) and 4,065 in 1990 (10.2
percent). The actual increase in firsttime candidates with advanced degrees probably was
higher than shown above, as the number of non-reporting first time candidates doubled in
2002 (see Report 5). However, this would not necessarily raise the proportion of these
candidates to the whole population as the majority of non-reporters are unlikely to hold
advanced degrees.

The proportion of repeat candidates with advanced degrees increased 1018.9 percent in
2002 but remained below the pezcentage for firsttitne candidates. This is because (1}
advanced degree holders are more likely to pass all subjects on the first attempt, and (2)

|22 |



repeat candidates who begin raking the examination before the 150-hour requirement
becomes effective in a particular jurisdiction generally are allowed to complete the examina-
tion 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 2002 with the breakdown in 1995 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 over nine percent of the
total body of firsttime candidares. However, the holders of the master's in accounting have
increased from three percent of the firsttime candidates in 1990 to nearly 17 percent in
20012

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

1990 1995 2002
Doctoral 1.0% 1.0% 69
Master's in accounting 3.0 473 60.0
MBA with accounting emphasis 252 19.0 15.1
MBA with other emphasis 326 247 18.8
Non-business master's 5.8 5.3 4.0
Law degree 4.4 2.7 i.5
TOTAL 100.0% t00.0% 100.0%

Completion of an advanced degree is associated with strong CPA examination performance,
particularly for firsttime candidates. 1n 2002, 30.1 percent of first-time candidates holding
advanced degrees passed all subjects. This compares to 16.3 percent for candidates with
bachelor's degrees only. Among the three major advanced degrees, the leading performers
were holders of the master of accountancey (33.5 percent passed all subjects). Holders of the
MBA mailed somewhat, those with a concentration in accounting achieving a 22.7 percent
pass rate and the other firsttime candidates with MBAs achieving a pass rate of 26.1
percent. As a group, the holders of non-business master’s, law degrees, and the Ph.D. had
an allsubject pass rate of 26.6 percent. The pass rates for the three major degrees were all up
for 2002, the MBA with accounting emphasis less than the other ewo. The composite
percentage for the other three degrees declined: it still was higher than the MBA degrees

but not the master’s of accounting.

The following table shows the 2002 first-time passing percentages for individual subjects,
based upon the candidates” educational backgrounds. By and large, holders of the master’s
in accounting were the best performers, followed by the candidates with doctorates. Two
exceptions were provided by the holders of law degrees, who were first in the LPR examina-
tion {not surprisingly) and second on the ARE. The last line of this table shows the ratio of
passing percentages for all advanced degree holders to those for holders of bachelor’s
degrees. The advanced degree holders showed substantial superiority in all subjects, Their
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relative advantage was greater on the FARE and ARE examinations, primarily because the
passing rares for bachelor’s holder were lower, rather than the advanced degree passing rates
being higher.

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

2002

Degree AUDIT LFR FARE ARE
Doctoral 42.6% 48.29% 46.7% 40.8%
Master's in accounting 50.0 539 48.4 51.2
MBA with accounting emphasis sl 432 363 385
MBA with other emphasis 40.2 448 40.6 5.8
Non-business master's 40.5 478 42.0 42.2
Law degree g 594 427 473
All advanced degrees 45.8% 50.4% 44.7% 46.3%
Bachelor's degree only 29.8 338 7.2 291
Ratio 1.54 |.49 i.64 1.59

TOTAL SEMESTER HOURS

(Over 60 percent of the reporting firsttime candidates in 2002 indicated 150 or more
semester hours of academic study, and more than a quarter of them indicated 160 hours or
more. This continued a pattern of substantial annual increases, shown by a comparison to
1995, when the corresponding figures were 31 percent and 19 percent. Just over 22 percent
of the first-time candidates reported 130 or fewer hours in 2002, and less than three percent
reported fewer than 120,

The average for all firsttime candidates was 148.3 semester hours, up from 146.8 hours in
2001 and 143.7 in 2000. Semester houss for repeat candidates also 1ose, to 143.4 hours in
2002, compared to 141.9 in 2001 and 140.5 in 2000. Semester hours for repeat candidates
are lower than for firsttime candidates because advanced degree holders are more likely to
pass all subjects on the first attemptand repeat candidates 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 educational 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 56 percent better
chance to pass all subjects when compared to those with fewer than 150 hours. This benefit
is higher than in 2000 and 2001 butr within the range observed in 1997-99. The advanced-
degree advantage for repeat candidates was only seven percent, the same as in 2001, This is
relatively minor compared to the disparity for firsetime candidates and results because

bachelor degree holders achieve higher passing percentages when they repeat the examina-
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tion 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
instructions or lack of correct recall, there also is a danger that the candidate will incorrectly

convert quarter hours to semester hours or fail to make this conversion when needed.

SEMESTER HOURS OF ACCOUNTING

First-time candidates with advanced degrees reported an average of 36.5 semester hours of
accounting in 2002, up from 36.1 in 2001, This slow rate of increase is consistent with that
experienced in recent years. The average reported for firsetime candidates without advanced
degrees also was up slighdy, from 30.3 semester hours in 2001 to 30.8 in 2002. In both
cases it is likely that these hours are overstated to an extent, given the possibility of report

ing error discussed in the previous section.

Advanced degree holders with tore than 30 hours of accounting had an 11 percent better
chance to pass all subjects taken on the first attempt, but bachelor degree holders with more
than 30 hours had a nine percent advantage (higher than normal). In neither case histori-
cally, but for the bachelor's holders especially, more accounting educarion has not translated

inro significantly better examination performance.

SCORES ON ACADEMIC APTITUDE EXAMINATIONS

NASBA reports candidate scores on the Scholastic Aptitude Test (SAT), the American
College Testing examination (ACT), the Graduate Record Examination (GRE) and the
Graduate Management Admissions Test (GMAT). Scores and relationships to CPA exami-
nation performance for firsttime candidates ate 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
candidates report on the SAT or ACT, and on the GMAT. Report 9 shows that far fewer of
them have taken the GRE.

It is probable that the scores reported by candidates are biased upward (not only in 2002
but also in prior vears). 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 aptitude scores, a relationship which still is substantial. An assumption of
the study is that this upward bias, to the extent it exists, is consistent from year to year, thus

allowing the tracking of trends.
With this caution, the estimated weighted average scores on these academic achievernent

examinations are compared with preceding years in the following table.  Average scores on
the SAT and the ACT, generally taken before admission to college, continued to rise in
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2002 and compare favorably to prior vears, particularly for the SAT verbal, Increases were
more modest for the graduate admissions tests. The average score for the GMAT, the more
widely used of these two examinations, was three percent higher than in 1994, '

ESTIMATED AYERAGE SCORES FOR FIRST-TIME CANDIDATES

1994 1997 2000 2002
SAT verbal SH 508 531 553
SAT mathematics 576 S&9 585 597
ACT verbal 24.] 243 24.6 25.0
ACT mathematics 254 253 25.4 26.0
GRE verbal 539 531 523 534
GRE guantitative &l &0} 563 624
GRE analytical 593 5919 5946 613
GMAT 547 549 562 563

Higher scores on these examinations historically have been strongly associated with im-
proved CPA examination performance, and this continued in 2002. This is illustrated in
the following rable, which shows the ratio of passing percentages for firsetime candidates to
passing percentages for all firsttime candidates. Candidates have been divided among a
high group {scores of 28 and above on the ACT or 600 and above on the other examina-
tions}, 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 firsttime candidate, so the high ratios cited for the high
groups and the tow ratios for the low groups are strong indications of the effectiveness of
acad emic éptil:ude examination scores as predictors of examination success. Advantages in

the higher groups generally increased in 2002.

RATIOS OF FIRST-TIME PASSING RATES
BASE(> ON ACADEMIC APTITUDE EXAMINATION SCORES

2002

High Middle Low

Group Group Group

SAT verbal 1.88 .02 56
SAT mathematics L.60 .78 37
ACT verbal 211 1.33 70
ACT mathernatics 1.54 L7 &0
GRE verbal 327 .57 1.56
GRE quantitative 2.43 1.34 34
GRE analytical 2.57 113 93
GMAT 2.46 1.4] 50

Note: Qbservations forthe GRE examiratio n, particularly in the low group. v ary widely
among years because relativ ely few candcates report these scores.
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SUPPLEMENTARY EXAMINATION PREPARATION

The proportion of firsttime candidates reporting participation in a CPA review course in
the six months prior to the examination was 56.3 percent in 2002, down from 64.1 percent
in 2001. However, when an estitmated correction factor is applied for the 2002 increase in
missing questionnaires, the two years conwerge, with 2002 participation a little higher,
Repeat candidates, on the other hand, indicated less likelihood of having had a course than
in 2001, even after application of the correcrion factor. Repeat participation in coaching
courses remained above 50 percent, as it has historically, butcontinued to be less than that
reported by first-time candidates. Presumably other repeat candidates participated in review
courses at previous times but had not been inwolved just prior to the current examination.
Despite the missing questionnaire problem and a likely upward bias in reporting this
participation, however, it can be concluded thar a substantial proportion of the candidate

body has received preparation for the examination outside the formal education system.

The proprietary (privately offered) course was cired by 87 percent of firsttime candidares
and 90 percent of the repeat candidates who had taken courses. This domination is
consistent with tecent vears. College-sponsored non-credit courses were reported by nine
percent of first-time candidates taking a course, and four percent of the first-time 2002
candidates (with courses) had firm-sponsored courses. For repeat candidates, firmspon-
sored courses were the choice of six percent of the candidates {(with courses), and college-

sponsored courses were reported by four percent.

Two tables in rthis section relate the effectiveness of CPA coaching course preparation (in
rerms of passing percentages) to the success of candidates with no review course. The first
table is based on toral participation in all three types of review course, and the second
details performance by type of course. In both rables, the success level for those with no
course is set at 1. A score above 1.0 shows superior performance for those taking the review
course, and a score below 1.0 indicates performance below the average for candidates with
no course. Referring to the first table, for example, firsttime 2002 candidates who had 2
coaching course were 42 percent more likely to pass the AUDIT examination and 4%
percent morte likely to pass the LPR examination, in comparison to candidates with no
coaching course, The tables compare 2002 success with 2001 and with the 1994.2000

weighted average.
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RATIOS OF SUCCESS
FOR CANDIDATES PARTICIPATING IN CPA REVIEW COURSES

1994-2000 2001 2002

First-Time Candidates

Auditing (AUDIT) 1.50 .41 |42
Business Law & Professional

Responsibilities (LFR) .59 1.50 1.49
Financial Accounting & Reporting -

Business Enterprises (FARE) i.49 b.39 1.32
Accounting & Reporting -

Other Areas (ARE) 1.54 142 |.46
Pagsing all subjects taken 1.79 1.53 1.57
Passing one or more subjects 136 .36 1.32

Repeat Candidates
Auditing (AUDIT) i.12 1.09 1.09
Business Law & Professional

Responsibilities {LPR) 119 113 1.19
Financial Accounting & Reporting -

Business Enterprises {FARE) ( [.10 r1é
Accounting & Reporting -

Other Areas (ARE) 113 1.09 .13
Passing all subjects taken 1.03 1.09 1.09
Passing one or more subjects 1.09 1.07 i.08

RATIOS OF SUCCESE BY TYPE OF CPA REVIEW COURSE
1994-2000 2001 2002
First-Time Candidates

Passing all subjects taken

College-sponsored 1.87 1.42 1.69
Proprietary 1.7% 1.55 1.56
Firm-sponscred | 46 1.43 L44

Passing one or more subjects

College-sponsared 1.34 1.24 1.31
Proprietary 1.37 L.37 .32
Firm-sponsored i.28 129 .28

Repeat Candidates

Passing all subjects taken

College-sponsored 92 .96 .88
Proprietary 1.04 1.09 111
Firm-sponsored 1.05 og 1.0?

Passing one or more subjecis

College-sponsored 1.03 1.02 96
Proprietary .09 1.07 1.09
Firm-sponsored .13 1.0% 1.07
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On an overall basis, first-time candidates with CPA review courses performed substantially
heteer in 2002 than candidates without these courses. Their advantage was about the same
as for 2001 but remained below the average for 1994.2000. For repeat candidates the
relative advantage from coaching courses increased slighdy from 2001 was at the same fevel
as 1994.2000. The dara never show as much review course benefic 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 ro the examination.

All three types of coaching courses are beneficial to firsetime candidates. In the 1994-2000
period, college-sponsored and proprietary courses outperformed firm-sponsored courses,
with the former slightly ahead. Their advantage narrowed in 2001 and proprietary courses
moved in front of college-sponsored courses. In 2002, the collepesponsored courses
advanced and regained the lead for firsttime candidates, as the passing ratio stayed about
the same for the other types of course. For 2002 repeat candidates, both proprietary and

firm-sponsored courses again ourperformed the collegesponsored courses.

Collegesponsored courses in general are more effective for the May examination than they
are in November, particularly for first-time candidates. The opposite prevails for firm-
sponsored courses. As in prior years, passing percentages {or proprietary courses showed

muore consistency between May and Novernber than the other types of coaching courses.

Proprietary courses facilitate success on all examnination subjects, bur their greatest relative
benefit {in 2002 and historically) has been on the LPR examination. Other past observa-
tions, again confirmed in 2002, were that firm-sponsored courses are most beneficial in
Auditing (compared to other subjects) and that college-sponsored courses provide their

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

DECISION TO MAJOR IN ACCOUNTING

Since 1994 the candidate questionnaire has asked when candidates decided to study
accounting. Report 11 relates the responses of first-time candidates to performance on the
examination. Candidares were given the choices shown in the following rable, which
compares the responses for 2002 with the average from 1994 to 2001. The “other” choice

presumably attracted those candidates who could not recall with certaingy.

TIMING OF DECISION TO MAJORIN ACCOUNTING

19942002
Graduate Undergraduate

1994-2001 2002 1994-2001 2002
In high school or earliar 23.0% 275 37.8% 31.3%
Lower division college 263 33 36.1 348
Upper division celtege 10.6 HS 1.3 13.8
After undergraduate degres 30.0 7 as 12.2
Other 10.1 B8O 6.0 7.9
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Naot surprisingly, those obtaining graduate degrees decided on accounting at a later time,
but nearly 60 percenr of the candidates in this group had made their decisions by the end of
the sophomore year, and this tendency may be increasing, based upon the trend of the past
three years. And while far more of these individuals continued to be attracted to account-
ing (and graduate training) after baccalaureate graduation than during the last two years of
the undergraduate program, this disparity also decreased in 2002, as it had in the previous
TR years.

At the undergraduate level, on the other hand, the 2002 data (again consistent with 2000
and 2001} indicate 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 2002, however, roughly two-thirds of these candi-
dates had decided on accounting by the end of the sophomore vear.

As a general rule, the later one is attracted to accounting, the better he or she performs on
the CPA examination. This applies regardless of whether one obrains a graduate degree.
Firsetime 2002 candidates who chose accounting in high school were 10 percent less likely
to pass all subjects than the average candidare. Persons making the selecrion after the
bachelor’s degree had a 19 percent better chance to pass all subjects.

Although 1994 was the first year that this question was asked on the NASBA questionnaire,
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 rising
tendency to make a decision in high school, already a trend observed in 1980, continued
through the 199799 period but has been reversing since then. As compared to 1994,
increasing portions of the overall candidate body are deciding upon accounting in the last
™wo years of the undergraduate program and after the bachelor’s degree has been awarded.

In large part this is because of the increasing emphasis upon graduate education.

HISTORICAL COMPARISCON OF DECISION TO MAJOR IN ACCOUNTING

1970 | 980 1994 2002
High schodl or earlier 29.19% 33.8% 38.2% 32.8%
Lower division college 532 4|4 384 368
Upper divisien college 13.2 12.2 1.7 4.3
After undergraduate degree 4.5 12.6 b7 16.1
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SUMMARY

The 2002 NASBA study of CFA examination candidate characreristics and performance
continues a raditien begun in the early 1980’s. The results often affirmed those reparted
in prior years, but this year's study confirmed interesting developments of recent vears.
First-time candidates in 2002 continued to be more likely to have advanced degrees and
showed an increase in hours of higher education and scores on academic aptitude examina-
tions. All of these are factors associated with examination success. CPA review courses, still
popular and beneficial, rebounded in effecriveness from 2001 but did not contribute as

much to the success of firsetime 2002 candidates as they had in eatlier years.

The implementation of the 150-hour educational requirement, peaking in 2000 and 2001,
has had & major immpact on the number of candidates and passing percentages. In general,
these two effects are inversely relared. As the date for imposition of these requirements
approaches, candidates who cannot meet the new educational standard hurry to get into the
examination system. This 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 firsttime candidates decrease, the quantity of advanced degrees and toral

sernester hours of academic study increases, and passing rates rise.

The effects of the 150-hour educational requirement were minimal in 2002, and as a resul,
the numbers of firsttime and repeat candidates both increased slightly, the former some-
what more than the latter. Candidate enrollmenc still retnained 24 percent below the all-
time peak of 1990 and may never recover to that level. Nevertheless, 2002 did represent an

improvement, at least over 2001, and hopefully this is the start of a trend.

Another positive note is that implementation of the 150-hour educational requirement is
leading to greater candidarte success in the jurisdictions involved. A contimuing rise in
narional passing percentages may be expected, thanks to the lessening impact from lower
scores just prior to implementation and higher scores from the increasing number of

candidates who meet the higher educational standards.
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NOVEMBER 2002 TABULAR REPORTS

$a e b

Ferformance 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 Candidates by Supplementary Study

Performance of First-Time Candidates by Decision to Study Accounting

Performance of First-Time Candidares without Advanced Degrees by School

Performance of First-Time Candidates with Advanced Degrees by School
Performance of Repear 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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