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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 repotts in this book are for the Uniform CPA
Examinations given in May and November 2003.

NASBA offers these repores through rthe voluntary participation of individual boards of
accountancy and the cooperation of the American Institute of Certified Public Accoun-
tants (AICPA), which prepares and grades the Uniform CPA Examination for the 54 U.S.
jurisdictions. To participate in the study, a board of accountancy distributes a question-
naire to each examination candidate requesting biographic and demographic informa-
tion. Completed questionnaires are sent by the boards 1o NASBA after each May and
November examination. Candidate information is entered into a computer system 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 2003 are presented following this
commentary. The 13 reports for each examination are consistent in topic and format
with those presented from 1994 to 2002. In all of the tabular repotts, as well as in this
commentary, performance is defined in terms of a passing score of 75 or above. All four
subjects (Auditing JAUDIT), Business Law and Professional Responsibilities {LPR},
Financial Accounting and Reporring—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 conditional requirements, which vary among jurisdictions and make the
granting of credit dependent on passing two or more subjects and/or achieving a mini-
mum score on the subjects failed. Conditioning requirements and credit earned have not

been consideted in preparing the tabular reports or this summary.

The tabular reports show the percentages of candidates earning passing scotes on each
individual suliject, passing all of the subjects taken, passing none of the suljects raken,
and passing at least one, but nor all, of the subjects taken. Again there are variations
among jurisdictions, Most jurisdictions require that firsttime candidates take all four
subjects and that repeatr candidates rake all remaining unpassed subjects. However, some
jurisdictions are not as strict; in these jurisdictions, candidates may take fewer than all of
the subjects for which they are eligible and receive grades only in the subjects complered.
This affects passing rates to an extent, as addressed more extensively in the discussion of

performance by jurisdiction.

As a general rule, one must exercise caution in drawing conclusions from data of this

nature, While examination scores are taken directly from AICPA and NASBA records
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Other than an independent determination of firsttime status for those candidates
registering through NASBA’s CPA Examination Services Division, no attempt has been
‘ made to verify candidate representations, not to edit the candidate data for reasonable-
ness. Undeubtedly, there are situations where candidates intentionally or unintentionally
omit or misrepresent data. As noted wherc appropriate, such misstatements probably vary

| based on the characteristic 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. Missing questionnaires do not change results to a great
extent, since overall partcipation sdll is high. Reports 1 through 4 are drawn from
AICPA and NASBA records (to the extent possible) and thus include all candidates by
jurisdiction. Missing and inaccurate questionnaires primarily affect tabular reports 5
through 13, some of which show the number of candidates “not answering.” In patticu-
lar, missing questionnaires result in misstatement of the participation and passing
percentages shown for individual colleges and universities in Reports 12 and 13. In
addition, the possible impact of missing or misreported questionnaire data is discussed as

appropriate throughout chis report.

As in prior years, this commentaty has been preparcd by Park E. Leathers, Ph.ID., CPA,
Ernst & Young Professor Emeritus at Bowling Green Stare University. The comments are

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

TRENDS IN EXAMINATION PARTICIPATION

The decade-long decline in the number of CPA examination candidates reversed slightly

in 2002 and 2003, Considering both May and November rogether, candidates increased
0.8 percent from 2002 to 2003, from 108,955 to 109,872, This followed a somewhat
larger increase of 2.7 percent from 2001 to 2002. The number of first-time candidates
was up 6.3 percent in 2003, compared to 7.5 percent in 2002, but the number of repeat
candidates, which had increased slightly in 2002, declined 1.7 percent in 2003,

The increase in candidates over the 2002.03 period is encouraging, but the degree of

recovery continued ro be slight, and there still were 23.5 percent fewer candidates in
2003 than in 1990, the all-time high for candidate participation. Other than 2001 and
2002, 2003 had fewer candidates than any year since 1978,

The reported candidate participation for the two most recent examinations is shown on

the next page.




TOTAL CPA EXAMINATION CANDIDATES

2002 2003 Change

First-Time Candidates

May 15,079 15,615 +3.6%

November 19.788 21,441 +8.4

Total 34,867 37,056 +6.3
Repeat Candidates

May 35,347 34,649 -2.0%

November 38,741 38,167 -1.5

Total 74,088 72814 -1.7
Total Candidates

May 50,426 50,264 -0.3%

November 58,529 59,608 +i.8

Total 168,955 109,872 +0.8

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
disparity has grown over the past 12 years. In 2003 there were 18.6 percent more candi-

dates in November than in May.

To an extent the recent decline in CPA examinarion 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 jurisdic-
tions. Implementation of this requirement gencrally leads to an initial bulge in firsctime
candidate enrollments, followed by a sharp drop-off in these candidates, The experience
of Massachusetts illustrates this pattern. This furisdiction had 1006 firsttime candidates
in May 2002 and only 102 in May 2003. On 2 national basis, however, the effects of 150-
hour implementation were relatively minor in 2003, compated to the preceding vears.
And this condition likely will continue, given that only a few implementations are to be
effected in upcoming years. Thus a continued recovery in firsttime candidates is to be

expect(-‘:d. which eventually should lead to more repeat candidates,
The expected pattern of effects on number of firsttime candidates does not prevail in all

jurisdictions because of differences in implementation strategy. Some jurisdictions allow

candidates with fewer than 150 hours to begin the examination process after the
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implementation date provided they were qualified educationally to rake the examination
prior to this date. Others require 150 hours of higher education for cerrification {or
licensure} bur allow candidates to take the examination before this requirement has been
fulfilled. And two jurisdictions (California and Pennsylvania) allow alrernative 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
firsttime candidates, and the latter two may mitigate it permanently to some extent.
These variations also make it difficulr 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 impace in all of these jurisdictions. Its effect on the number of
candidates 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 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 require-
ments. A comparison of Reports 12A to 12D for 2003 with 1994, the first year these
particular data were reported, shows that the portion of candidates citing education at a

foreign institution had risen from 2.6 percent to a reporred 12.8 petcent,

To provide insight into changes in the candidate population over the past decade, the
number of total candidates for 1991 was compared, by jurisdiction, with those for 2003.
In 1991, just one jurisdiction (Florida) required 150 hours of higher education Lefore
taking the examinarion. By 2003 over three quarters of the jurisdictions had imple-

mented this requirement, at least in part.

There were 140,000 candidates in 1991 compared to 109,900 in 2003, a decline of 21.5
percent. Among the 54 jurisdictions, 39 showed declines in total candidates from 1991 1o
2003. This included nearly all of the jurisdictions rhar had fully implemented the 150-
hour educational requirement by 2003, bur six of them showed increases—Alaska, Guam,
Hawaii, Idaho, Kentucky, and Maine. Eight of the non-implementing jurisdictions were
up, but three (Arizona, Minnesota, and New York) showed declines over 10 percent in
total candidates. The two partial implementers were split, California showing a small
increase in rotal candidartes (from 1991} and Pennsylvania a substantial decrease. On an
overall basis, however, it must be concluded that the 150-hour requirement has had a
significant effect in many jurisdictions, though other facrors likely are involved in the

nationwide decline in candidares.

The 15 jurisdictions with increases in total candidates from 1991 to 2003 included four
(Delaware, Guam, New Hampshire, and Vermont) that appear to have benefited
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significantly from non-esident candidates. Together these four had total enrollments
that increased nearly 10old, from 1,015 in 1991 to 9,702 in 2003.

An important question for the CPA profession is how the 130-hour educational tequire-
ment will affect the number of examination candidates in the longterm. Recovery thus
far has been slow, In previous discussions of these dara {most recently last vear), a table
was presented which summarized first-time examination participation for 11 jurisdictions
{Alabama, Arkansas, Georgia, Kansas, Louisiana, Mississippi, Nebraska, South Carolina,
Scuth Dakota, Tennessee, and Utah), all of which implemented the 150-hour require-
ment in the mid-todate 199Cs. The table compared participation for a “normal” pre-
implementarion year with the last two examinations before implementation, the first two
after implementration, and in each of the preceding three years. The table showed that the
number of first-time candidates increased fairly rapidly in these jurisdictions after imple-
mentation and was up over 80 percent by 2000. Unfortunately, this growth rate was
achieved from the low number of candidates immediately after implementation, and there
was virtually no growth in 2001 and fairly modest growth {five percent) in 2002. Thus
the number of firsttime candidates for these jurisdictions remained at only 41 percent of

the tota} for the “notrmal” pre-implemenration year.

A comparison of total candidates in these 11 jurisdictions for 2002 and 2003 showed
more substantial recovery in the latrer vear—an increase of 12.3 percent in firsttime
candidates and 3.5 percent in total candidates, both well above the national average.
This reinforces last year's conclusion of a partial recovery in number of candidates in

jurisdictions that have implemented the [50-hour requirement.

Offsetting future improvements in the number of candidates in implemented jurisdictions
will be the negative effects from the half dozen jurisdictions which plan to implement the
150-hout requirement later this decade, most notably New York in 2009. Another factor
is the revised examination format and delivery mode being implemented in 2004. No
attemnpt has been made to predict the impact of the latter on examination participation.
Nor can one reliably assess the even more important factors of potential changes in
future opportunities in public accounting and the interest of potential candidates in

accounting as a profession.




A NATIONAL VIEW OF PERFORMANCE

each cxamination).

1994-2008
First-Time Candidatas
Auditing (AUDIT) 30.0%
Business Law and Professional
Respansibilities (LPR) 3.7
Financial Accounting & Reporting -
Business Enterprises (FARE) 29.5
Accounting & Reporting -
Other Areas (ARE) 28.6
All subjects taken 16.0%
Some subject{s}), not all 292
All or some subjects 45.2
No subjects 54.8
Repeat Candidates
Auditing (AUDIT) 33.3%
Business Law and Professional
Responsibilities (LPR) 339
Financial Accounting & Reporting -
Business Enterprises {FARE) 28.0
Accounting & Reporting -
Other Areas (ARE) 303
Alf subjects taken 27.7%
Some subject(s), not all 280
Ali or some subjects 557
No subjects 44.3

2002

33.1%

36.8

3.4

321

19.0%
296
486
51.4

33.T7%

33.5

25.2

299

25.7%
28.5
54.2
45.8

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 1o the 199401 period. For purposes of this summary, the passing percent-
ages for May and November have been combined (weighted by number of candidares at

NATIONAL PASSING PERCENTAGES BY SUBJECT AND OVERALL

2003

32.9%

38.5

325

338

20.1%
30.1
50.2
498

32.9%

330

274

304

26.9%
282
35.1
44.9



NATIONAL PASSING PERCENTAGES BY SUBJECT AND OVERALL, continued

1994-2001 2002 2003

All Candidates
Auditing (AUDIT) 31.9% 33.4% 32.9%
Business Law & Professional
Responsibilities (LPR} 33.0 34.8 354
Financial Accounting & Reporting -
Business Enterprises (FARE) 28.% 17.6 294
Accounting & Reporting -
Cther Areas (ARE) 29.8 0.7 3.9
Al subjects taken 23.6% 23.6% 24.6%
Some subject(s), not all 28.4 289 289

All or some subjects 520 52.5 33.5
No subjects 48.0 47.5 47.5

First-time candidates did well in 2003, both in comparison to 2002 and to the overall
averages for 1994 to 2001 (1994 was the year of adoption for the examination subject
format used through 2003). As in 2001 and 2002, passing percentages for the year were
higher in each individual subject, with the exception of Auditing (down slightly in 2003).
The all-subject pass rate also was up, a percentage point from 2002 and four percentage
points from 1994-2001. The number of firsttime candidates passing at least one subjecr
tose from 45 percent in 1994.2001 to 50 percent in 2003. These improved percentages
are an indjcation that the 150-hour educational requitement is paying dividends in terms

of improved examination performance.

On the other hand, passing percentages for repeat candidates have changed relatively
little in recent years, and cxcept in the ARE examination, the level of performance
remains below that experienced from 1994 to 2001. Presumably the 150-hour educational
requirement will eventually enhance these scores as well, bur the effect will rake time as

the lesser-prepared candidates work their way through the system.

Among the four subjects, LPR continued to be the easiest to pass, particularly for first
time candidates. Consistent with recent vears, the FARE examination was especially

difficult for repeat candidates.




The table below (abstracted from Reports 1 and 2) compares passing percentages for the
May 2003 and November 2003 examinations to the weighted averages of the percentages
experienced in May and November from 1994 to 2002. For all subjects taken, first-time
candidates continued to perform better in May, bur the success rate on individual subjects
often varied. The performance for repeat candidates typically has been near parity
between May and November, but May was stronger in 2003,

COMPARISON OF MAY AND NOVEMBER PASSING PERCENTAGES

1994-2002 2003
May MNovember May November

First Time Candidates
Auditing (AUDIT) 30.4% 30.3% 33.2% 32.7%
Business Law & Professional
Responsibilities (LPR) 321 323 395 37.7
Financial Accaunting & Reporting -
Business Enterprises (ARE) 30.6 8.9 32.] 328
Accounting & Reporting -
Other Areas (ARE) 304 7.9 362 320
All subjects taken 16.9% 15.8% 21.4% 19.2%
Some subject(s}), not all 29.0 294 2948 304

All or some subjects 45.9 45.2 51.2 49.6
Mo subjects 54.0 54.8 488 504
Repeat Candidates
Auditing (AUDIT) 31.4% 33.3% 33.0% 32.8%
Business Law & Professional
Responsibilities {LPR) 326 35.1 3.6 3.7
Financial Accounting & Reporting -
Business Enterprises (ARE) 27.1 28.4 270 27.8
Accounting & Reporting -
Other Areas (ARE) 304 30.0 342 27.0
All subjects taken 27.9% 27.1% 28.1% 25.9%
Some subject(s), not all 27.2 289 288 22.7

All or sorne subjects 55.1 56.0 56.9 53.6
MNo subjects 44.9 44.0 43.1 46.4



Passing percentages for firsttime candidates have been affected by the pattern of jurisdic
tions implementing the 150-hour requirement. Candidares rush to take the examinarion
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 about to implement the higher educational requirement, the adverse passing percent-
ages in these states have pulled down the national average. Once this flurry of candi-
dates has passed and the new educational requirements are in place, passing percentages
have rebounded. Over time, hopefully, the passing rates in the 150hour jurisdictions will
exceed rthe normal ones previously prevailing, assuming that more formal education
rransfates into better examination scores. This is not a foregone conclusion, since the
150-hour requirement is directed roward enhancement of general skills, not necessatily to
the development of accounting knowledge and improvement of CPA examination perfor-
mance. 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 motivated and qualified candidate,

A comparison of the 2003 first-time passing rates to those prevailing 12 years before, in
1991, provides evidence of improved performance. The composite 1991 all-subject passing
rate of 17.8 percent {for all jurisdictions) rose to 20.1 percent in 2003, and this may
understate the degree of improvement, This is because the 1991 passing rate was higher
than that prevailing afrer the examination formar was changed in 1994—the composite all-
subject passing rate having declined to 15.8 percent for the 1994-2000 period. In addi-
tion, a disaggregation of the jurisdictions shows that those implementing the 150-hour
requirement in the past 12 years have done relatively better in the allsubject passing rate,

at least in comparison to where they were in 1991.

The number of jurisdictions implementing the requirement, at least in part, rose from
one (Florida} in 1991 to 43 by the time of the November 2003 examination. This in-
cludes California and Pennsylvania, nominal implementers who still allow some candi-
dates to become CPAs with 120 hours of higher education. Not all of the other jurisdic-
tions have implemented fully, i.e., some are requiring 150 hours only for cestification (not
to take the examination) or making other exceptions that allow candidates to sit without
meeting the higher educational requirement, These later differences have been ignored,
but California and Pennsylvania have been grouped with the 11 jurisdictions which had
not vet implemented the higher educational requirement for comparison te the remain-

ing 41 implementing jurisdictions.

These 41 jurisdictions had 33,520 first-time candidates in 1991, 62.3 percent of all firse
time candidates in that year. This enrollment declined 45.5 percent over the next ren
vears, to 18,253 firsttime candidates in 2003 (49.3 percent of the total), Of these 41
jurisdictions, 35 showed declines in first-time candidates; only Alaska, Florida, Guam,

Hawaii, Guam and Utah had increases. Meantime, eight of the 13 non-implementing
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jurisdictions experienced increases in first-time candidates. The number of fitst-time
candidates declines for these 13 jurisdicrions in total, but only from 20,243 to 18,803
{seven percent), and their share of the firsttime candidate pool rose from 37.7 percent in
1991 to 50.7 percent in 2003.

The 2003 passing percentages for these two groups favored the 41 implementing jurisdic-
tions. Their all-subject rate for firsttime candidates was 22 percent, compared to 18.3
percent for the other 13 jurisdictions. Looking back to 1991, moreover, shows that the 41
implementing jurisdictions increased from a composite 15.7 passing percentage in that
year while the other 15 jurisdictions declined from 21.5 percent. Thus the implementing
jurisdictions rose from an index value of .88 in 1991 to 1.09 in 2003 (based upon the
ratios of their composite passing rates to the national passing percentage for firsttime
candidates). This is a significantly better telative performance than that achieved by the

other 13 jurisdictions, whose index value declined from 1.20 in 1991 to .91 in 2003,

The following table provides additional supporr 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 candidare participation was described in the
previous scction. They have been divided between a group of five jurisdictions (Alabama,
Louisiana, Mississippi, Tennessee, and Urah) which implemented the [50-hour educa-
rional requirement 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 implementing in May 1998). The table compares
“normal” pre-implementation albsubject passing rates in these jurisdictions, where
“normal” is defined as the third and fourth examinations prior ro implementation, with
passing rates in the last two examinations before implementation, the first two after
implementation and those prevailing in 1991, 2000, 2002 and 2003. 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. There has
been no improvement since 2000 for one group and only modest improvement for the

other, bur the 2003 passing rates temain well above those prevailing in 1991.

For the sceond 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,
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 implementation but

has exceeded 1.0 since then, indicating that the composite average for these six jurisdic-
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tions has been above the national average, The ratic declined in 2001 but rebounded in
the past two years.

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 .61, It rose to 1.23 in 1999, and was 1.00 in 2000, .80 in 2002 and .83 in 2003. The
index has declined in recent years as other jurisdictions upgrade educational require-

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

COMPARATIVE FIRST-TIME PASSING PERCENTAGES FOR |1 SELECTED JURISDICTIONS

Five Implementations  Six Implementations in

In mid-1990s 1997-.1998

Rate Rate Ratio
Passing rate for these jurisdictions in 1991 11.0% 15.1% 85
Passing rate for third and fourth examipations prior to
implementation of | 50-hour requirement 1.7 15.3 96
Passing rate for last two examinations before
implementation of 150-hour requirement 8.1 8.9 .65
Passing rate for first two examinations after
implementation of | 50-hour requirement 165 8.8 .16
Passing rate for these jurisdictions In 2000 16,7 21.5 129
Passing rate for these jurisdictions in 2002 153 216 1.43
Passing rate for these jurisdictions in 2003 16.7 233 .16

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.

Report 4 summarizes the performance of candidates taking all four subjects and passing
all four subjects by jutisdiction and in total. It shows that 58 percent of all May 2003
candidates and 64 percent of all November 2003 candidates took all four subjects, and 12
percent of these candidates passed all four. As in the past, the 2003 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 some
candidates take fewer than four subjects (as discussed in the next section), primarily it
indicates thar repeat candidates who take all four subjects often are not as wellprepared

as firsetime candidates as a group.




PERFORMANCE BY JURISDICTION

After each examination, NASBA recognizes as “honor rtoll states” those jurisdictions
whose candidates have achieved passing grades in cvery subject at a rate higher than the

national average. The honor roll states for 2003 are presented below.

HONOR ROLL STATES
MAY 2003 NOVEMBER 2003
Arizona Missourj Alaska Missouri
California Montana Califernia New Hampshire
Colorade Nevada Colorado Texas
Florida MNorth Carolina Florida Utah
Georgia Cregon Hlinois Vermont
llinois Utah lowa VWashington
lowa Yermont Kansas Wisconsin
Maine Washington Michigan
Minnesota Wisconsin Minnesocta

Not surprisingly, many of the above states appear among the top performers in the tables
presented below. However, a jurisdiction’s candidates may perform very well on a patticu-
lar subject but below average on one or more other subjects, thus not achieving the honor

roll designation for that state.

In the first table below, the 10 highest ranking jurisdictions arc listed by overall success of
first-time candidates passing all subjects taken., The other four tables show the five

jurisdictions with the highest rankings by examinarion subject.

These data are presented only as a matter of interest, and conclusions as to quality should
be avoided. Many factors, in addition to candidate ability and preparation, affect the

performance of a 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, nine appeared on the May or November list in 2002.

|12 ]



RANK

O m A W N —

RANK

L R A PR

RANK

o b B —

SUCCESS RANKING BY JURISDICTION

First-Time Candidates Passing Al Subjects Taken

PERCENTAGE

JURISDICTION PASSING
MAY 2003

‘Wisconsin 9.8
lowa 8.7
Missouri 345
Utah 38.0
Georgia 37.0
Montana 353
Hlinois 339
Colarada 325
Rhede Island 30.0
Kansas 2%.2

RANK

0o~ n

First-Time Candidates Passing Auditing (AUDIT}

PERCENTAGE

JURISDICTHOM PASSING
MAY 2003

lowa 609
Utah 60.0
Montana 51.8
inois 50.6
Wisconsin 0.2

RANK

[ N R N

PERCENTAGE

JURISDICTION PASSING
NOVEMBER 2003

Utah 3.7
Colorado io.a
Wisconsin 308
Ilinois 29.5
lowa 28.7
Washington 282
Minnesota 264
Florida 26.2
Alaska 259
Michigan 259

PERCENTAGE
JURISDICTION PASSING

NOYEMBER 2003

Utah 49.4
towa 47.5
llinois 46.6
Minnesota 457
Oregon 45.1
Wisconsin 45.1

First-Tima Candidates Passing Buslness Law & Professional Responsibllities (LPR)

PERCENTAGE

JURISDICTION PASSING
MAY 2003

Wisconsin 598
lowa 572
Ninois 564
Utah 56.0
Georgia 54.2
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RANK

o b S —

PERCENTAGE

JURISDICTICN PASSING
NOVEMBER 2003

lowa 574
Wisconsin 54,9
Flarida 521
Colorado 459
lilinois 47.2




SUCCESS RANKING BY JURISDICTION, continued

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

PERCENTAGE PERCENTAGE

RANK  JURISDICTICN PASSING RANK  JURISDICTION PASSING
MAY 2003 NOYEMBER 2003

| Utah 59.2 | Utah 53.4

2 lowa 53.5 2 Colorado 46.4

3 Georgia 52.7 3 Washington 45.0

4 Wisconsin 50.5 4 Wisconsin 43.7

5 Rhode Island 50.0 5 Yermont 43.0

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

RANK  JURISDICTION PERCENTAGE RANK  JURISCICTION PERCENTAGE
MAY 2003 NOVEMBER 2003

| Utzah 63.3 | Utah 55.0

2 Georgia 58.7 2 Colorado 19.2

3 Moaontana 57.4 3 Wisconsin 46.8

4 Wisconsin 54.9 4 Woashington 45.5

5 Missouri 54.1 5 lowa 44.6

In almost all of the 54 CPA examination jurisdictions, candidates are required to rake all
subjects not previously conditioned, This means that first-time candidates in these
jurisdictions take all four examination subjects and repeat candidates without conditional
credit for any subjects also must take all four subjects. Therefore, the majority of candi-
dates in these jurisdictions generally are taking all four subjects. The exact proportion in
a particular jurisdiction depends upon the relative number of firsttime candidates and

how many of the repeat candidates have earned conditional credit.

Jurisdictions where candidates take fewer than all remaining subjects have an advantage
in passing rates, parricularly the all-subjects rate. Other things equal, candidares who take
tewer than four subjects are more likely to pass all of them 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 two subjects of two taken is treated the same as one
passing fout of four. Candidates who take fower than four subjects also should perform
better on individual subjects because they can concentrate on preparation for just these
subjects. This cfrcumstance causes a degree of incomparability in Reports 1 to 3 and is
the basis for providing Report 4, which compares the number of candidates raking all
subjects to toral candidates in each jurisdiction and shows the percentage of these

candidares who achieved examination success on all four subjects.
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The following table {drawn from Report 4) lists the highest-ranked jurisdictions in terms i'
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 first-time candidates passing all subjects
taken. For both May and November, eight of the 10 jutisdictions listed below appear on
the earlier list.

CANDIDATES TAKING ALL FOUR SUBJECTS AND PASSING ALL FOUR SUBJECTS

PERCENTAGE PERCENTAGE
RANK  JURISDICTION PASSING RANK  JURISDICTION PASSING
MAY 2003 NOVEMBER 2003
| Montana 2%.1 | ¥Visconsin 22.2
2 lowa 28.4 2 Colorado 21.1
3 Wisconsin 27.6 3 New Hampshire 19.6
4 thtah 232 4 Utah 19.4
5  Colorado 23.0 5 Minnesota 19.3
6  Vermont 227 6  Florida 19.2
7 Missouri 20.0 7 Washington 180
8 Georgia 19.6 8 Vermont 17.4
%  North Carolina 18.8 9 lowa 17.2
10 llinois 18.7 10 Hfinois 16.9

COLLEGE AND UNIVERSITY DATA

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

following statistical reports:

12.A Firsr-time Candidates Wirhour Advanced Degrees by School
12.B First-time Candidates With Advanced Degprees by School
12.C Repeat Candidates Without Advanced Degrees by School
12-I} Repeat Candidares With Advanced Degrees by School

In reporting these dara, NASBA does not claim that CPA examination passing rates (or
the rankings below) are indices to overall educational quality. Not does it believe thar an

institution’s primary purpose is to prepare candidates for the CPA examination, or that
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schools should necessarily concentrate on improving their relative standings. Moreover,
many of the facrors affecting examination performance are beyond the conrrol of the
accounting faculty. These include the general scholastic ability of the insticution’s
students, the number and relative ability of the students from that institution who take
the examination, the rime lapse from graduation before candidates choose to take the
cxamination, other formal and informal preparation undertaken by candidates, the
university's gencral educational requirements and preparation, and the jurisdiction’s

requirements for examination eligibility and conditioning.

On the other hand, there is wide interest in these data. Schools are understandably
curious about how they performed and how they compare to their peers. In the absence
of this survey, the information likely will be collected and reported in an ad hoc, less
comprehensive mannet.  There also will be pressure on state boards of accountancy to
produce rhese 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 REPRESENTATION

California State University-Hayward had the most first candidates without advanced
degrees in both May and November 2003, reinforcing its strong participation in the
preceding ten examinations, when it finished first, second, or third in number of first-
time candidates. Five other schools appeared on both the May and November listings.
This includes two that have benefited from programs for out-ofjurisdiction candidates—
the University of Guam and Montana State University-Billings. Other institutions with
the most first-time candidates without advanced degrees tended to he from jurisdictions
that have not adopted {or not fufly implemented) the 150-hour requirement, especially
California, which had two institutions on the May 2003 list and four institutions in
Novemdser 2003,

The University of Texas-Austin again had the most firsetime May 2003 candidates wich
advanced degrees. It has led the May listing since 1995 buc has been closely followed by
the University of Illinois-Urbana/Champagne in the past two years. Brigham Young
Univetsity, the advanced-degree November leader in five of the six preceding years,
continued in that position in November 2003. The University of Texas-Austin was
second, as it was in Nevember 2001 and November 2002, These two instirutions, che
University of Notre Dame and Texas A & M University were listed in both May and
November 2003, the latter giving Texas a second representarive each time. In addition,
North Carolina had four institutional representatives in May 2003, and Florida had two
in November 2003,



The ranking below summarizes the colleges and universities with the most 2003 firsttime
candidates at each examination. Based upon the submitted questionnaites, there were 96
institutions with 20 or more firsttime candidates withour advanced degrees in May 2003
and 162 in November 2003. These totals are higher than in recent years, in part because
of more complete reperting in 2003 but also indicating that candidates often fulfill the
150-hour tequirement without achieving advanced degrees. There were 78 institutions in
May 2003 with 10 or more firsetime candidates with advanced degrees and 117 in Novem.
ber 2003—up about a third from 2002, in part once again because relatively more ques-

tionnaires were received and processed.

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

MAY 2003 NOVEMBER 2003

RANK SCHOOL NUMBER RANK SCHOOL NUMBER

"~
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Candidates Without Advanced Degrees

California State University - Hayward 255 I California State University - Hayward 342
Baruch College of CUNY 177 2 University of Guam 204
Montana State University - Billings 177 3 Barch College of CUNY 2056
University of Guam 147 4  Montana State University - Billings 199
University of California - Los Angeles 88 5  University of California - Los Angeles 183
Unviersity of Northern lowa 87 6  University of California - Santa Barbara 132
University of lllinois - Urbana/Champagne 80 7 Unviersity of Southern California 1o
Texas A & M University 79 8 University of Puerto Rico- Rio Piedras 99
University of Puerto Rico - Rio Piedras 78 9 University of Nevada - Reno 86
State University of New York - Binghamton 76 10 University of Maryland « College Park 84
Candidates With Advanced Degrees

University of Texas - Austin t35 | Brigham Young University 82
University of lllinois - Urbana/Champagne 132 2 University of Texas - Austin 73
University of North Carolina - Chapel Hill 94 3 University of Southern California 71
Texas A & M University 8l 4 University of Wisconsin - Madison 63
University of Florida &0 5  University of Notre Dame 58
University of Georgia 59 6  Michigan State University 49
University of Notre Dame 59 7 Florida International University 46
Brigham Young University 53 University of Washington 46
North Carolina State University - Raleigh 43 9 University of Florida 43
University of Michigan - Ann Arbor 40 1¢  Miami University - Oxford 41
University of North Carolina - Wilmington 40

Wake Forest University 40
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INSTITUTIONAL PASSING RATES

The schools with highest passing percentages for firsttime candidates on individual
examination subjects are listed below for the May 2003 and November 2003 examinations.
To be eligible for inclusion, an institution needed at least 20 candidates with
baccalaureate degrees or [0 candidares with advanced degrees. Schools were excluded if it

was 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 2003 NOVEMBER 2003
| RANK SCHOOL PASSING RANK SCHOOL PASSING
Auditing (ALUDIT)
| University of Northern fowa 88.4 I University of lowa o7
2 Trurman State Universicy 68.8 2 New York University 63.9
3 University of Missouri - Columbia 66.7 3 University of Minnesota - Twin Cities 62.1
4 Texas A & M University 59.5 4 University of Wisconsin - La Crosse 60.9
5 University of Florida 54.2 5 Univeristy of Wisconsin - Madison 60.0
Business Law & Professional Responsibilities (LPR)
| Touro College a8zl | University of lowa 727
2 University of Missouri - Columbia B1.3 2 University of Wisconsin - Madison 71.4
3 Gonzaga University 76.2 3 New York University 703
4 New York University 727 4 Rutgers University - New Brunswick 700
5 University of Northern lowa 72.1 5 University of Wisconsin - La Crosse 69.6
Financial Accounting & Reporting - Business Enterprises (FARE)
I Texas A & M University 65.8 I University of Virginia el.l
2 University of Missouri - Columbia 65.3 2 University of Washington 59.0
k} University of Northern lowa 64.4 3 University of California - Berkeley 58.7
4 Liniversity of Florida 62.5 4 Appalachian State University 58.5
] Toure College 61.3 5 Uiniversity of Florida 577
I
Accounting & Reporting - Other Areas (ARE)
| Truman State University 75.0 | University of lowa 68.2
z University of Missouri - Columbia 729 2 Appalachian State University 659
3 Yeshiva University 6%.6 3 University of Washingten 65.0
4 Gonzaga University &6.7 Walsh College 650
5 University of lowa 639 5 University of Wisconsin - La Crosse 60.9
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RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING INDIVIDUAL EXAMINATION SUBJECTS, contlnued

Candidates With Advanced Dagrees

MAY 2003 NOVEMBER 2003
%
RANK SCHOOL PASSING RANK SCHOOL
Auditing (AUDIT)

| Universiey of Wisconsin - Madison 100.0 | University of Wisconsin - Madison
2 Wake Forest University 94.9 2 University of Colorado - Boulder
3 Montana State University - Bozeman 91.8 University of South Florida
4 University of South Flarida 90.0 4 Baruch College of CUNY
5 Northern lllincis University 84.6 5 Marquette University

University of Montana 84.6

Business Law & Professional Respensibilities {LPR)

! University of South Florida 160.0 | Marquette Unviersity

University of Wisconsin - Madison 100.¢ i Baruch College of CUNY
3 Wake Forest University 24.9 3 University of Wisconsin - Madison
4 San Diego State University 92.3 4 University of South Florida
) Georgia State University 90.0 5 University of lowa

Financial Accounting & Reporting - Business Enterprises (FARE)

| University of South Florida 100.0 | University of Wisconsin - Madison
2 Montana State University - Bozeman 938 2 University of South Florida
3 University of Florida 87.3 3 San Diego State University
4 University of Wisconsin - Whitewater 87.0 4 University of Houston
5 University of lowa 85.7 5 University of lowa

University of Wisconsin - Madison 85.7

Accounting & Reporting - Other Areas (ARE)

I University of South Florida 100.0 I University of Houston
2 University of Wisconsin - Madison N3 2 University of Wisconsin - Madison
3 University of Montana 92.3 3 University of Washington
4 Montana State University - Bozeman 87.5 4 San Francisco State University
5 Wake Forest University 872 5 Uhniversity of lowa

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 at least 20 graduates with baccalaureate degrees among its first-

University of South Florida

time candidares or 10 firsttime candidates with advanced deprees.

The earlier comments on mandatory participation of firsttime candidates in all four
subjects apply here. Schools may have a teporting advantage, cerrainly in terms of

percentages passing all subjects taken and somewhat on individual subjects, if their
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84.2
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82.2
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78.6
78.6




percentages passing all subjects raken and somewhat on individual subjects, if their
graduates rake the examination in one of the jurisdictions that do not require that firsttime
candidates take all four subjects. To compensate for this factor, at least in part, schools have
been omitted from the all-subject listing below if the data indicare that more than 10

percent of the jurisdiction’s firsttime candidates did not rake the subjects for which eligible.

It is appropriate to give Honorable Mention to instimtions, with 15 or more first-time
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 alb
subject passing percentage, the University of Missouri-St. Louis, the University of Wiscon-
sin'Eau Claire, Idaho State University, the University of Notre Dame, Grand Valley State
University, Southwest Missouri State University, the University of Miami, the University of
Wisconsin-Whitewater, and the University of Colorado-Bouider {from the May 2003
examination) and Georgetown University, Tulane University of Louisiana, the University of
Colorado-Boulder, the University of Pennsylvania, Marquotte University, Saint john’s
University (Minnesota), and Minnesota State University-Mankato (from the November 2003

examnination).
RANKING OF COLLEGES AND UNIVERSITIES
BY PERCENTAGE PASSING ALL SUBJECTS TAKEN
MAY 2003 NOVEMEER 2003
%
RANK SCHOOL PASSING RANK SCHOOL
Candidates Without Advanced Degrees (20 or more candidates)
] University of Missouri - Columbia 58.2 | Appalachian State University
2 Truman State University 53.1 2 University of lowa
3 University of Northern lowa 49.4 3 University of Wisconsin - Madison
4 Texas A & M University 4i.8 4 College of New Jersey
5 University of Florida 417 5 University of Florida
6 University of Geergia 40.0 6 University of Washington
7 Gonzaga University 3g.l 7 Rutgers University - New Brunswick
8 Brigham Young University 375 8 University of Yirginia
9 University of Wisconsin - Madison 35.0 2 Walsh College
10 University of lowa 3.6 10 Texas A & M University
Touro College
University of Wisconsin - La Crosse
Candidates With Advanced Degrees (10 or more candidates)
| LIniversity of South Florida 290.0 | University of South Florida
2 University of Wisconsin - Madison 85.7 2 University of Wisconsin - Madison
3 University of lowa 78.6 3 University of Houston
4 Wake Forest University 775 4 San Diego State University
5 University of Wisconsin - Whitewater 739 5 University of lowa
[ Mentana State University - Bezeman £8.8 6 University of Texas-Austin
7 University of Florida 65.0 7 University of Colorado-Boulder
8 University of Houston 62.5 8 University of Florida
9 Northern [linois University 61.5 9 University of Kansas
University of Montana 6l.5 12 University of Washington
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In the ranking of institutions with 20 or more firsttime candidates withour advanced
degrees in May 2003, two institurions from Missouri (the University of Missouri-Colum-
bia and Truman State University) displaced the University of Northern Iowa, which
finished fitst in May 2002 and among the May “Top-Ten” in cach of the past 10 years. In
November 2003 Appalachian State University rose to first from tenth in November 2002,
replacing the University of Wisconsinda Crosse, another institution which has done
well historically, appearing on nine of the last 10 November lists. Four institurions
(Texas A & M University, the University of Florida, the University of Towa, and the
University of Wisconsin-Madison) were on both the May and November 2003 listings.
Altogether there were 13 jurisdictions represented on the two lists. Besides its two
placements in May 2003, Missouri had two honorable mentions. lowa had two institu-
tions on the May list, and Wisconsin had one, with two honorable mentions. In Novem-
ber 2003, there were two placements for New Jersey and Wisconsin {plus an honorable

mention in the latter case), as well as two honorable mentions for Minnesota.

Among instieutions with 10 or more firsttime candidates with advanced degrees, the
University of South Florida and the University of Wisconsin-Madison finished one-two
in both May and November 2003, maintaining a long tradition of strong performances by
these two schools. The University of Florida, the Universiry of Houston and the Univer-
sity of lowa also placed on both listings, Wake Forest University finished fourth in May
2003, the first May since 1996 that it has nor been first or second. Eleven different
jurisdictions were represented on these two lists, In addition to Florida, represented
twice both times, lowa and Monrana had two listings in May 2003 and Texas had two in
Nevember 2003.

Most of the institutions cited on the “Top-10” lists have been previously ranked. Many
schools are listed year after year. The following table recognizes those schools that have
been ranked highly (ot received honorable mention) four or more times during the past
ten years (20 examinations) from 1994 to 2003. These tankings were based upon percent-
ages of first-time candidates passing all subjects raken. The lists included 10 undergradu-
ate institutions in all years but only five graduate institurions prior to 1998.

COLLEGES AND UNIVERSITIES WITH THE HIGHEST PERCENTAGE OF CANDIDATES

PASSING ALL SUBJECTS TAKEN 1994-2003
Candidates Without Advanced Degrees

Listings School Listings
University of Wisconsin - Whitewater I5 University of Minnesota - Twin Cities 6
University of Northern lowa 10 University of Wisconsin - Oshkesh &
University of Wisconsin - Madison 10 University of Notre Dame 5
University of illincis - Urbana/Champagne 9 University of Pennsylvania 5
University of Virginia 9 Georgetown University 4
University of Wisconsin - La Crosse 9 Montana State University 4
University of Florida 8 Rutgers University - New Brunswick 4
University of lowa 7 University of Colorado - Boulder 4
University of California - Los Angeles 6 University of Nevada - Las Vegas 4
Florida Atlantic University &
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COLLEGES AND UNIVERSITIES WITH THE HIGHEST PERCENTAGE OF
CANDIDATES PASSING ALL SUBJECTS TAKEN, continued

1994-2003
Candidates With Advanced Degrees

School Listings School Listings
University of South Florida 15 University of Georgia 6
University of Wisconsin - Madison 3¢ University of Michigan - Ann Arbor 6
University of Florida 9 University of Virginia 6
University of Texas - Austin 9 Baruch College of CUNY 4
Wake Forest University 7 Manchester Coliege 4
Brigham Young University 6 Montana State University - Bozernan 4
Florida State University 6 University of Colorado - Boulder 4

University of Houston 4

CHARACTERISTICS OF CANDIDATES

A primary impetus for this survey is to gather information on the characteristics of the
(CPA examination candidate population, relate these characteristics 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 educa-
tional background. The first of these, summarized in Report 5, asks for academic degrees
eamed te 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 carned 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 cxamination coaching courses (Reporr

10), and the timing of the candidate’s decision to major in accounting (Report 11).

LEVEL GF EDUCATION

The number of candidates with advanced degrees grew in 2003. There were 8,626 first-
rime candidates with advanced degrees (considering both the May and November exami-
nations together). This constiruted 25.2 percent of the reporring candidates and repre-
sented an incrcase from 7,272 candidates in 2002 (28.1 of the total teporting), 6,033 in
2000 (18.6 percent) and 4,065 in 1990 (10.2 percent). There were many mote non-
reporting first-time candidares in 2002, Assuming that most of them were not advanced
degree holders, which seems likely, this implies that the 2002 percentage of advanced
degree holders may have been overstated and that the 2003 percentage has declined less
than shown.

The proportion of repeat candidates with advanced degrees increased from 18.9 percent
in 2002 to 19.4 percent in 2003 but remained below the percentage for first-time candi-
dates. This is because (1) advanced degree holders are more likely to pass all subjects on

the first attempt, and (2) repeat candidates who begin taking the examination before the
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150-hout requirement becomes effective in a particular jurisdiction 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-rime candidates holding
advanced-degrees in 2003 with the breakdown in 1990, 1995 and 2000. Over the 13.year
period, there has been a movement away from the MBA degree, particularly the MBA
with accounting emphasis, in favor of the master’s in accounting. Law degrees also have
decreased, but the percentage of nonbusiness masters has increased, and the non-
accounting MBA has come back somewhart since 2000, Note that the absolute numbers
of all of these degrees have increased since 1990 (with the exception of the law degree).
It is only their percentages of all advanced degrees that have decreased in some cases, a
result of the greater emphasis on the mastet's in accounting, which increased from three

petcent of the reporting firsttime candidares in 1990 to 14 percent in 2003.

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

1990 1995 2060 2003
Doctoral i.0% 1.0% 7% 8%
Master's In accounting 31.0 47.3 57.5 56.2
MBA with accounting emphasis 5.2 19.0 14.8 12.5
MBA with other em phasis 326 247 19.2 22.0
Non-business master's 58 5.3 5.3 6.9
Law degree 4.4 27 25 1.6
TOTAL 100.0% 100.0% 100.0% 100.0%

Completion of an advanced degree is associated with smong CPA examination perfor-
mance, particularly for firsttime candidates. In 2003, 30.1 percenr of firsitime candidares
holding advanced degrees passed all subjects. This compares to 17.1 percenc for candi-
dates with bachelot’s degrees only, Among the three major advanced degrees, the
leading performers were holders of the master of accountancy—33.3 percent passed all
subjects, Holders of the MBA trailed somewhar, those with a concentration in account-
ing achieving a 26.2 percent pass rate and the other firsttime candidates with MBAs a
pass rate of 24.6 percent. As a group, the holders of non-business masters, law degrees,
and the Ph.D, had an allsubject pass rate of 28.5 percent. The 2003 pass rate for the
master of accountancy was about the same as for 2002, the accounting MBA was up from
the preceding year, and the non-accounting MBA was down. The composite passing

percentage for the other three degrees increased in 2003,

The following table shows the 2003 first-time passing percentages for individual subjects,
based upon the candidates’ educational backgrounds. By and large, holders of the
master’s in accounting and the doctorate were the best performers, achieving the highest

and second highest percentages on all subjects with the exception of the LPR examina-
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tion where (not surprisingly) the holders of law degrees were first. 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 superiot-
ity in all subjects.
FIRST-TIME PASSING RATES FOR INDIVIDUAL CPA EXAMINATION SUBJECTS
BASED UPON EDUCATIONAL BACKGROUND

2003
Degree AUDIT LPR FARE ARE
Doctoral 52.5% 43.7% 47.6% 46.6%
Master's in accounting 48.5 535 47.1 51.4
MBA with accounting emphasis 40.7 433 387 39.3
MBA with other emphasis 387 46 .4 38.9 384
Non-business master's 40.8 37 447 44.8
Law degree 349 60.5 359 459
All advanced degrees 44.8% 50.7% 44.0% 46.7%
Bachelor's degree only 295 352 29.0 30.1
Ratic ' 1.52 .44 1.52 1.55

TOTAL SEMESTER HOURS

Of the reporting first-time candidates in 2003, 57 percent indicated 150 or more semester
hours of academic study, and nearly a quarter indicared 160 hours or more. This was
down slightly from 2002 but still constituted a major increase from 1995, when the
corresponding figures were 31 percent and 19 percent. Just under 32 percent of the first

time candidates reported 130 or fewer hours in 2003, and only 3.6 percent reported fewer
than 120,

The average for all firsttime candidares was 145.8 semester hours, down from 148.3 hours
in 2002 but up from 143.7 in 2000. Semester hours for repeat candidates also declined
slightly, to 142.4 hours in 2003, compared to 143.4 in 2002 and 140.5 in 2000. Portions
of the declines from 2002 probably occurred because relatively more questionnaires were
received from candidates without advanced degrees in 2003. Semester hours for tepeat
candidares are Jower than for firsttime candidates because advanced degree holders are
more likely to pass all subjects on the first attempt and repeat candidates in 150-hour
jurisdictions often are allowed to continue sitting for the examination within a starutory

petiod, even though they do not meet the new educational requirement.

Among firsr-time candidates, there was a clearcut performance advantage if one had more
than 150 hours of higher education. This is consistent with the supetiority associated
with advanced degrees. Firsttime candidates with more than 150 hours had a 51 percent
better chance to pass all subjects when compared to those with fewer than 150 hours.
This benefit is lower than in 2002 but higher than in 2000 and 2001. The advanced-

degree advantage for repeat candidates was 11 percent, compared to seven percent in 2001
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and 2002. The latrer advantage is relatively minor compated to the dispartity for first-time
candidates and results because bachelor degree holders achieve higher passing percent
ages when they repeat the examination and also because better prepared advanced degree
holders tend to pass all subjects the first time, thus eliminating themselves from the
repeat candidate pool,

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

needed.

SEMESTER HOURS OF ACCOUNTING

Firsttime candidates with advanced degrees reported an average of 36.4 semester hours of
accounting in 2003, compared to 36.1 in 2001 and 36.5 in 2002. This slow rate of
change is consistent with that experienced in recent vears. The average reported for first-
rime candidates withour advanced degrees continued to rise slightly, to 31.4 semester
hours from 30.3 in 2001 and 30.8 in 2002, In both cases it is likely that these hours are
overstated to an extent, given the possibility of reporting ertor discussed in the previous

section.

Advanced degree holders with more than 30 hours of accounting had a 13 percent better
chance to pass all subjects taken on the first atrempt, and bachelor degree holders with
mote thatt 30 hours had 4 12 percent advantage. These are greater advantages than
experienced historically, especially for the bachelotr’s holders.

SCORES ON ACADEMIC APTITUDE EXAMINATIONS

NASBA reports candidate scores on the Scholastic Aptitude Test (SAT), the American
College Testing examination {ACT), the Graduate Record Examinarion (GRE) and the
Graduate Management Admissions Test {GMAT). Scores and relationships to CPA
examination performance for firsttime candidates are presented in Report 8 for the SAT
and the ACT and in Report 9 for the GRE and the GMAT, A substantial number of first-
time candidates report on the SAT ot 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 2003

but also in priot years). These scores are difficult to remember, and some candidates may
feel it to their advanmge to intentionally overstate performance. This measurement bias,
if it occurs, tends to diminish the observed relationship between examination perfor-

mance and the academic aptitude scores, a relationship which still is substantial. An
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With this caution, the estimated weighted average scores on these academic achievement
examinations are compared with preceding years in the following mble. Average scores
on the SAT and the ACT, generally raken before admission to college, continued ro rise
in 2003 and compared favorably to prior years, 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 3.3 percent higher than in 1994,
compared to a 9.6 percent rise for the SAT verbal score and a 4.2 percent rise for the SAT

mathemarics score.

ESTIMATED AVERAGE SCORES FOR FIRST-TIME CANDIDATES

1994 1997 2000 2003
SAT verbal 511 508 531 560
SAT mathematics 576 569 £8s &00
ACT verbal 24| 24.3 24.6 251
ACT mathematics 25.4 25.3 254 26.1
GRE verbal 539 531 523 544
GRE quantitative &l 6018 563 633
GRE analytical 593 599 594 617
GMAT 547 549 562 565

Higher scores on these examinations historically have been strongly associated with
improved CP'A examination performance, and this continued in 2003. This is illustrated
in the following table, which shows the ratio of passing percentages for first-time candi-
dates to passing percentages for all firsttime candidares. 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 examina-
tions), and a low group (23 and under on the ACT or under 500 for the other examina-
tions), A ratio of 1.0 indicates parity with the average firse-time candidate, so the high
ratios cited for the high groups and the low ratios for the low groups are strong indica-
tions of the effectiveness of academic aptitude examinarion scores as predictors of exami-

nation success.
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RATIOS OF FIRST-TIME PASSING RATES BASED ON ACADEMIC APTITUDE
EXAMINATION SCORES

2003

High Middle Low

Group Group Group

SAT verbal 1.78 £.03 65
SAT mathematics 1.62 .80 .38
ACT verbal 1.80 i.16 L7
ACT mathernatics 1.21 i.24 g1
GRE verbal 152 1.71 .17
GRE quantitative 2.26 97 .39
GRE analytical 2.34 [.16 .50
GMAT 246 1.35 64

Note: Observations for the GRE exarnination, particularly in the low group, vary widely among
years because relatively few candidates report these scores.,

SUPPLEMENTARY EXAMINATION PREPARATION

The propottion of candidates reporting participation in a CPA review course in the six
months prior to the examination was down considerably in 2003. For fitst-time candi-
dates, it was just below 50 petcent compared to 56 percent in 2002, and 64 percent in
2001. For repeat candidates, it was 43 percent, compared to 54.5 percent in 2002 and 58
percent in 2001, (Presumably aother repeat candidates participated in review courses at
previous times but had not been involved just prior to the current examination.) If the
level of participation in CPA review course truly is changing (i.e., if this is not an unex-
plained reporting anomaly), this represents a significant development. It definitely bears

watching in future years.

The proprietary {(privately offered) course was cited by 86 percent of first-time candidates
and 90 percent of the repeat candidates who had mken courses. This domination is
consistent with recent years. Collegessponsored non-credit courses were teported by 10
percent of firsttime candidates taking a course, and four percent of the first-time 2003
candidates {(with courses} had firm-sponscred courses. For repear candidartes, firme
sponsoted courses and collegesponsored courses were in each case the choice of five

percent of the reporting candidates,

Two tables in this section relate the effectiveness of CPA coaching course preparartion (in
terms of passing percentages) to the success of candidates with no review course. The
first table is based on rotal 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 petformance below the average for

candicdates with no course. Referring to the first table, for example, firsrtime 2003
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candidates who had a coaching course were 37 percent more likely to pass the AUDIT
examination and 40 percent more likely to pass the LPR examination, in comparison to
candidates with no coaching course. The tables compare 2003 success with 2002 and
with the 1994.2001 weighted average,

RATIOS OF SUCCESS
FOR CANDIDATES PARTICIPATING IN CPA REVIEW COURSES
1994.2001 2002 2003
First-Time Candidates
Auditing (AUDIT) .49 1.42 1.37
Business Law & Professicnal

Responsibilities (LPR) t.57 1.49 t.40
Einancial Accounting & Reporting -

Business Enterprises (FARE) 1.48 1.32 1.35
Accounting & Reporting - Other Areas (ARE) 1.52 .46 1.39%
Passing all subjects taken 1.75 .57 | 49
Passing one or more subjects 1.36 1.32 |.28

Repeat Candidates
Auditing (AUDIT) L1 1.09 I.15
Business Law & Professional

Responsibilities (LPR) .19 .19 1.20
Financial Accounting & Reporting -

Business Enterprises (FARE) 11 I.16 117
Accounting & Reporting - Other Areas (ARE) 13 1.13 112
Passing all subjects taken 1.04 1.09 .12
Passing one or more subjects 1.09 .08 LI

RATIOS OF SUCCESS BY TYPE OF CPA REVIEW COURSE

1994-2001 2002 2003
First-Time Candidates
Fassing alf subjects taken
College-sponsored 1.8i {69 1.62
Proprietary .75 .56 1.48
Firm-sponsored l.46 t.44 1.37
Passing one or more subjects
College-sponsored 1.33 1.31 1.25
Proprietary 1.37 1.32 1.29
Firm-sponsored F.28 .28 1.25
Repeat Candidates
Passing all subjects taken
College-sponscred 92 .88 a8
Preprietary 1.04 .11 1.13
Firm-sponsored 1.05 1.09 110
Passing one or more subjects
College-sponsored 1.03 96 98
Proprietary i.09 1.09 12
Firm-sponsored .12 1.07 B12
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On an overall basis, firsttime candidates with CPA review courses performed substantially
better in 2003 than candidates without these courses. However, their advantage declined
from 2002 and even more so from the average for 19942001, For repeat candidates the
relative advantage from coaching courses increased slightly from the 2002 and 1994-2001
levels. The data never show as much review course benefit for repeat candidates, prob-
ably 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 examina-
tion. There is no obvious explanation why relative firsttime success is declining for
those with CPA review courses while repeat candidates are scoring relatively better than
in the past.

All three types of coaching courses are beneficial to firsttime candidates. In the 1994-
2001 period, college-sponsored and proprietary courses outperformed firm-sponsored
courses, with the former slightly ahead. This position continued in 2002 and 2003, at
least for passing all subjects; the effects of the three course were relatively close in terms
of passing one or more subjects. For 2003 repeat candidates, both proprietary and firm-

sponsored courses again outperformed the collepesponsored courses.

College-sponsored courses in general are more effective for the May examination than
they are in November, particularly for firsttime candidates. The opposite prevails for
firmesponsored courses. As in prior vears, passing percentages for proprietary courses
showed more consistency between May and November than the other types of coaching
CoUTses,

Proprietary courses facilitate consistent success on all examination subjects, particularly in
2003, but their greatest relative benefit historically has been on the LFR examination.
Other past observarions, confirmed in 2003, were that firmsponsored courses are most
beneficial in Auditing (compared to other subjects) and that college-sponsored courses
provide their greatest advantage, at least for firstrime candidates, in the ARE and FARE

examinations,

DECISION TO MAJOR IN ACCOUNTING

Since 1994, the candidare questionnaire has asked when candidates decided to srudy
accounting, Report 11 relates the responses of first-time candidates to performance on
the examination. Candidates were given the choices shown in the following table, which
compares the responses for 2003 with the average from 1994 1o 2002. The “other”

choice presumably attracted those candidares who could not recall with certainty.
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TIMING OF DECISION TO MAJOR IN ACCOUNTING

1994-2003
Graduate Undergraduate

1994-2002 2003 1994-2002 2003
In high school or earlier 23.6% 25.5% 37.3% 29.9%
Lower division college 270 30.7 35.1 344
Upper division college 0.7 120 1.5 14.3
After undergraduate degree 289 229 9.0 138
Ceher 9.8 8.9 6.1 7.6

Not surprisingly, those obraining graduate degrees have consistently chosen accounting at a
fater time, and in 2003 they made their decisions later than in 2002. Nevertheless, over
half of the 2003 candidates in this group had made their decisions by the end of the
sophomore year, more than the average for the 1994.2001 period. However, far more of
these individuals continued to be attracted to accounting (and graduate training) after
baccalaureate graduation than during the last two years of the undergraduate program, a

disparity which increased in 2003, reversing the trend of the previous three years.

At the undergraduate level, on the other hand, the 2003 data (consistently with the previ-
ous three years) indicate later decisions than in the past. Particularly noteworthy is the
larger percentage of these candidates who decided to become accounrants after the under
graduate degree, perhaps securing more education without earning another degree. Even
in 2003, however, nearly two-thirds of these candidates had decided on accounting by the
end of the sophomore year.

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 obtains a graduate degree.
Firsttime 2003 candidates who chose accounting in high school were 13 percent less likely
to pass all subjects than the average candidate. Persons making the selection 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 1997-99 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 COMPARISON OF DECISION TO MAFOR IN ACCOUNTING

1970 1980 1994 2003
High school or earlier 29.1% 33.8% 38.2% 31.0%
Lower division college £3.2 41 .4 384 36.2
Upper division college 13.2 122 1.7 14.8
After undergraduate degree 4.5 12.6 1.7 18.0

SUMMARY

The 2003 NASBA study of CPA examination candidate characteristics and performance
continues a tradition begun in the eatly 1980's. The results often affirmed rhose reported
in prior years, but this year's study confirmed interesting developments of recent years.
First-time candidates in 2003 continued to be more likely to have advanced degrees and to
report an increase in scores on academic apritude examinations. Semester hours of higher
education were slightly lower, however, reversing a recent trend, And participation in CPA
review courses was much lower than in the past. Advanced degrees, more semester hours
and higher academic aptitude scores all continued to be strongly associated with examina-
tion success. On the other hand, CPA review courses, while beneficial, did not contribute

as much to the success of firsttime 2003 candidates as they had in earlier years.

The implemeneation of the [50-hour educational requirement, peaking in 2000 and 2001,
has had a major impact on the number of candidates and passing percentages. In general,
these two effects are inversely related. 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 firsttime candidates tends to be accompanied by
lower percentages of candidares with advanced degrees and by lower passing percenrages in
the jurisdictions experiencing the influx of candidates. At the succeeding examinations,
the numbers of firsttime candidates go down, there tend to be more advanced degrees and

more semester hours of academic study, and passing rates rise.

The effects of the 150-hour educational requirement were minimal in the past two years,
and as a result, the numbers of first-time and tepeat candidates both increased slightly, the
former somewhat more than the latter. Candidate enrollment still temained 23.5 percent
below the alltime peak of 1990 and may never recover to that level. Nevertheless, 2003 did

represent continued improvement and hopefully will continue.

Another positive note is that implementation of the 150-hour educational requirement is
leading to greater candidare success in the jurisdicrions involved. As a result, the all-subject
first-time passing rate {for all 54 jurisdictions) increased from 16 petcent in the 1994.2001
period to 20 percent in 2003, Thus far, passing rates have not improved for repeat candi-
dates, but these should rise as candidates entering the examinarion process prior to imple-
mentation of the 150-hour requirement complete cheir participation and more candidates
meet the higher educational standard.

| 31|




|32



MAY 2003 TABULAR REPORTS

R O

Performance of First Time Candidates by jurisdiction

Performance of Repeat Candidates by Jurisdiction

Performance of All Candidates by Jurisdiction

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

Performance of Candidates by Highest Level of Education Achieved

Performance of Candidates by Total Semcster Hours

Performance of FirstTime 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 FirstTime Candidates without Advanced Degrees by School

Performance of First Time Candidates with Advanced Degrees by School

Performance of Repeat Candidares 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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NOVEMBER 2003 TABULAR REPORTS

November 2003 Tabular Reports

l

B

Performance of First:Time Candidates by Jurisdiction

Performance of Repeat Candidates by Jurisdiction

Performance of All Candidates by Jurisdiction

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

Performance of Candidates by Highest Level of Education Achieved

Performance of Candidates by Toral 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-Tire Candidates without Advanced Degrees by School

Performance of FitstTime Candidates with Advanced Degrees by School

Performance of Repeat Candidates without Advanced Degrees by School

Performance of Repeat Candidates with Advanced Degrees by School

School Index ~ Total Candidates for Each College and University
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