WASHINGTON STATE BOARD OF ACCOUNTANCY

Unapproved Draft - Minutes of a Meeting of the Board — Unapproved Draft

Time and Place of 9:02 a.m. - 11:17 a.m. Friday, July 31, 2026
Meeting Microsoft Teams Meeting

Attendance Board Members
Thomas P. Sawatzki, CPA, Chair
Brooke Stegmeier, CPA, Vice Chair
Scott S. Newman, Public Member, Secretary (arrived at 9:30 a.m. and
left at 11:00 a.m.)
Kate Dixon, Public Member
Tonia L. Campbell, CPA
Angela Bever, CPA
Thomas Dingus, CPA
Rica Herrera, Public Member

Staff and Advisors

Cindy Kay, CPA, Executive Director

Jennifer Sciba, Deputy Director

Lisa Petersen, Assistant Attorney General (AAG), Board Advisor
Nick Quijas, Assistant Attorney General (AAG), Board Prosecutor
Taylor Shahon, CPA, Lead Investigator

Kirsten Donovan, Board Clerk

Tia Landry, Data and Systems Administrator

Tom Sawatzki excused the absence of Brian R. Thomas, CPA, Board

Member.
Call to Order — Tom Sawatzki called the meeting to order at 9:02 a.m. Board Members,
Board Meeting staff, and legal counsel introduced themselves.

Legal Counsel’s Lisa Petersen, AAG, was sitting in for Jacob Dishion, AAG, Board legal

Report advisor, while he was out on extended leave. Lisa advised the Board that
Elizabeth Lagerberg, former Board prosecutor, had retired. Lisa
introduced and provided a brief background of Nick Quijas, AAG, the
Board’s new prosecuting AAG.

Nick stated he is looking forward to working with the Board, and Board
Members welcomed him aboard.

Minutes — April The Board approved the April 24, 2026, Board meeting minutes as
24,2026, Board drafted.
Meeting
The Board Members authorized the use of their electronic signatures for
the signing of the meeting minutes.
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NASBA Update Brooke Stegmeier reported on the 2026 NASBA Western Regional
Meeting held June 23-25, 2026, in Park City, UT. Also in attendance
were Kate Dixon, Tom Dingus, and Jennifer Sciba. The key topics
discussed at the conference were:

e Professional Readiness Initiative.

o Entry level jobs are becoming less available due to artificial
intelligence (Al).

o The AICPA is developing Al enabled tools to prepare new
CPAs to enter the profession at a higher level.

e Fraud Focus.

o NASBA is strengthening its collaborative relationship with
their counterparts in Canada and Mexico. Of note, Canada
and Mexico are looking at Alternative Practice Structures
through the lens of fraudulent or criminal activity.

o FASB provided a review of their current priorities. There are
opportunities to volunteer with FASB and provide input as
to standards they are creating or updating for private and
public companies.

o Puerto Rico has developed a digital signature process
required for all audits.

» Pros: CPA branding and audit assurance.
= Cons: Possible scaling problems for larger
jurisdictions.
= NASBA is looking at this as something they can
assist Boards with, and a potential solution for
verifying the authenticity of SOC audits specifically.
e Private Equity and Alternate Practice Structures

o NASBA Private Equity Task Force released its
Recommendation Memorandum today.

o Their goal was to offer guidance — not dictate, since
jurisdictions have different regulation and laws.

Due to time constraints this section was continued after the guest
speaker section.

Guardrail, Not Brooke Stegmeier introduced guest speaker, Christina Ho.
Roadblocks —

Guest Speaker Christina Ho is a finance and technology transformation executive who
Christina Ho excels at working at the intersection of finance, technology, and policy.

She currently serves as Chief Assurance Officer of Oath CPAs PLLC.
Oath’s purpose is to automate 80% of audit tasks with artificial
intelligence (Al).

Christina stated these are exciting times with innovation in Al and the
accounting profession. The topics included:
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e Three principles of regulation of Al in accounting:
o Adopt only when necessary — there needs to be a problem
to be solved.
o Should be well-designed and in proportion to the problem.
o Use to facilitate trust and innovation — some audit firms are
afraid of adopting technology.

e Technology can re-imagine the profession:
o Conviction to help build a bright future for the profession.
o Create a clear vision.
o Use technology to make audit better — more efficient and
cost effective.
o Al processing of financial data/information.
Verify data by machine and humans.
o Take advantage to expand our scope and raise our profile
— other certifications take away from our CPA profession.
o Bringing Al into auditing removes technical barriers and is
exciting for the new generation of CPAs.

©)

e Develop firm methodology for Al audits. Fundamental approach:
o Connect to data sources directly — client systems, banks,
etc.
o Set up a specific Al system for each client.
o Perform verification monthly (on-going evaluation) to avoid
a big rush at year end.
o Verify 100% — no sampling.

¢ New role in the profession — Accounting Engineer:
o Builds Al product/system for each client/entity.
o Creates structure diagrams.
o Scales with product and engineering team.
o Connects the data sources.

e Three levels of review:
o Low level/straight forward — Al review.
o Mid-level — combination of Al and human review.
o Judgement — human review.

Board Members and staff brought up points regarding:

e Accounting engineers and would they need to be CPAs.

e Agent supervision.

e Regulator perspective — evaluating the model — mathematical
approach.

e Al assurance — bias, transparency, and model drift.

e Possibly extends audit to small and medium-sized markets as
user expenses could be lowered.
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NASBA Update
(continued)

e Future of audit in the professional judgment space.
SOC 2 compliance.
e Regulating this work.

Christina is working with the AICPA to adopt audit standards that are
relevant for Al enabled auditing. Christina encouraged the Board
Members to consider the principles she offered for regulation. She
expressed concern at some of the conversation in regulatory circles with
regard to alternative practice structures and said companies such as hers
look at the regulatory posture of Boards in determining where they will
incorporate. Boards need to find the balance of protecting the public
without stifling innovation and commerce.

Tom Sawatzki thanked Christina for presenting to the Board.

Brooke Stegmeier continued with her report on the main topics of the
NASBA Western Regional Meeting.

e Alternate Practice Structure (APS).

o The Oregon Board is developing legislation for registration
of the PE firm’s non-attest side.

o PEEC (AICPA) is meeting again in August to consider input
from 81 comment letters from boards, societies and
individuals on their exposure draft for evaluating APS.
They will look at addressing independence in fact versus
appearance and scaling the recommendations for smaller
firms.

e Continuing Professional Education (CPE).

o National push to lower required CPE hours.

o NASBA committee is looking into this and will come out
with a recommendation in October.

e System & Organization Control (SOC) Report Authenticity. This
is an emerging concern with the advent of Al.
e External Relations Assessment Committee.

o The AICPA is developing a trust campaign which will use
TV commercials to talk about the critical role CPAs play in
business and economics.

e PCAOB Modernization Efforts were discussed.
¢ Internal Revenue Service (IRS) has created an Al in tax practice
publication.

Tom Dingus advised that he attended and enjoyed the new Board
Member orientation.

Kate Dixon mentioned that the format of the meeting was different. It was
more of a round table approach. She also advised that she is a member

Page 4 of 9



Minutes, July 31, 2026, Board Meeting

Executive
Committee

Peer Review
Oversight
Committee
(PROC)

Request
Oversight
Committee (ROC)

of the Strategic Planning Task Force. NASBA conducted a survey of
Boards a year or so ago and this committee is working to integrate the
comments and guide changes in response.

Tom Sawatzki advised that the committee meets monthly and discusses
updates and agenda items. Tom asked that Board staff put together a
report on license renewal fees for the October meeting.

Scott Newman reported that the committee had no meetings or work for
Q2.

Marilyn Lau, Colorado Society of CPAs, advised that things are going
well with the Board’s peer review process.

Rica Herrera presented the Request Oversight Committee Report, July
2026 with the committee approvals and denials for Q2 2026:

Approved Firm Names:

Panlong Advisory & CPA PLLC
Skagit CPA Group

A Very Frank CPA, PLLC
RC&C CPAs, APC

Choice Tax Solution PLLC
CIRA Financial Services

AB Fin LLC

Axis Advisory, LLC

JHPBC LLC

Danny Wilson CPA PLLC
Frank, Rimerman & Co. LLP
KP Accounting LLC

Professional/Educational Organization — Recognition Requests:

During Q2 2026, the Board did not receive any requests for recognition
as an educational organization for purposes of obtaining list requests.

Late Fee Waiver Requests

The Board received 277 applications after the April 30 deadline which
were assessed the $100 late fee. This amounted to about 4.4% of
applications received.

Late Fee Waiver Requests were received between 05/01/2026 and
06/30/2026.

The Board received 5 late fee waiver requests:
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Approved — 0
Denied — 5

Scholarship Rica Herrera presented the Washington CPA Foundation — 2026
Oversight Scholarship Winner Data. Information provided included:
Committee (SOC)
e 65 scholarships were awarded from Board funds.
o 30 master’s scholarships - $10,000 each.
o 35 undergraduate scholarships - $5,000 each.
e Gender demographics:
o 60% female.
o 30% male.
o 10% did not identify their gender or chose not to answer.

e Race demographics.

o 34% white.

o 33% Asian American.

o 16% Hispanic, Latino, or Spanish Origin.
o 4.3% Black or African America.

o 12.8% Other/Unknown.

o 24% of recipients demonstrated significant financial need, as
indicated by Pell Grant eligibility or a Student Aid Index
reflecting financial need.

o 45% are first generation college students.

e Recipients represented 15 colleges and universities. The
University of Washington and Gonzaga University received the
highest numbers of scholarship recipients.

Board/AICPA Brooke Stegmeier presented the Q2 2026 BARC Update memo. She
Rules Committee stated that most of the information in the report was covered throughout
(BARC) the previous agenda sections. She addressed these topics:

e Use of the CPA title
o Some PE firms are not allowing CPAs on the non-attest
side of the firm to use their CPA title.
o The UAA is taking up this topic for discussion.
¢ International firms attempting to get licensed in Washington for
the purposes of providing audit services.
o This is a public protection issue.
o The Deputy Director advised that several Executive
Directors from other state boards are also discussing this
issue.

Chair’s Report Tom Sawatzki presented the Update on the Uniform CPA Examination

Report from the NASBA 2026 Regional Meetings. Topics discussed
included:
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Executive
Director’s Report

Reformatting of the Exam a couple years ago to address
pipeline issues.
Pass rates for Exam sections.

o Is the low pass rate disappointing or intentional?

o Not passing is discouraging to Exam candidates.
Knowledge or lack thereof brought to the workforce by new
hires.

Comparison between passing the Bar Exam and the CPA Exam
— pass rate and preparation.

Information Systems and Control (ISC) discipline section is an
important option considering Al and technology, but not a high
percentage of individuals are attempting this section.

Other certifications allow people to forego the CPA license —
slippage in numbers.

Kimberly Scott, President and CEO, Washington Society of CPAs
(WSCPA), stated the WSCPA would prepare a presentation related to
pass rates for the October Board meeting.

Tom added he would like any Board Member interested in attending the
NASBA Annual Meeting to send an email to Cindy or Jennifer.

Budget Status

Cindy Kay presented the March 2026, April 2026, and May 2026 budget
reports and the CPA Scholarship Transfer Account Fund View for
transactions through May 31, 2026. Cindy reported:

The agency fund balance will be slightly over $3.0 million at the
end of the biennium.

The budget will be a little underspent at the end of the biennium.
She is currently working with the Office of Financial Management
(OFM) on the next biennium’s budget.

The Governor asked each agency to prepare a plan for reducing
expenses. Cindy plans to structure her response that as a self-
funded regulatory agency, we are committed to being a
responsible steward of the fees entrusted to us. With a staff of
only 9 employees, we do not have much room to cut costs as all
employees are fulfilling the regulatory duties to protect the public
and the mission of the agency.

2026 Renewal and CPE Extension Request Report

Cindy presented the 2026 Renewal and CPE Extension Request Report.
The information provided included:
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e Renewal numbers:

o Firms renewed — 326 of 390 — 83.6%

o Individuals renewed — 5,945 out of 6,622 — 89.8%
e CPE extensions approved — 583
e CPE Deficiency Reason:

o Missed reporting period only — 263

o Missed annual requirement only — 176

o Missed both — 144

Kate Dixon asked that staff prepare a report on licensing trends and
renewals from active to inactive statuses. Cindy shared she will provide
the information to Kate and see if she recommends providing it t to the
Executive Committee for review prior to the next Board meeting.

Enforcement Taylor Shahon presented the July 2026 Enforcement Report and
Report reported on enforcement activities.

e The number of complaints received has increased. As of today,
enforcement has received as many complaints as it did all last
year.

e No egregious complaints — mainly general standards complaints
like due diligence and tax return errors.

¢ Nick Quijas has been helpful on legal matters.

Kate Dixon asked that the general standards section of the enforcement
report be broken down into additional sub-categories. Taylor stated that
he will start doing that.

Executive and/or No executive or closed sessions were held.

Closed Session

with

Legal Counsel

Public Input No public comments were made.

Adjournment The Board meeting adjourned at 11:17 a.m.
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