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Operational Log:

AI Accuracy & Output Validation

1 CardinalByte Expert Insight

Auditors don’t justwant to see that youhave a policy; theywant to see the ”receipts.” AnAccuracy
Log proves that your firm is actively monitoring AI for ”hallucinations” (confident sounding lies).
In the tax world, a misplaced decimal point or a misunderstood tax code citation by an AI can
result in major penalties.

2 Why It Is Required

The FTC Safeguards Rule requires testing and monitoring of safeguards. If AI is part of your
workflow, verifying its accuracy is a technical safeguard. IRS Publication 1345 also mandates
that tax returns are accurate, and the practitioner is responsible for any AI-assisted errors.

3 Regulatory Body

FTC, IRS, and State Boards of Accountancy.

4 How to Implement

Designate a ”Reviewer” for every AI-generated work product. Use this log to record periodic
”Blind Tests” where you compare AI output against known accurate calculations or tax law.

5 Testing Log Table

Date AI Tool Task / Prompt Type Accuracy %
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6 Step by Step Instructions

1. Select Sample: Weekly, select 5% of AI-assisted tasks (e.g., research memos, email sum-
maries).

2. Independent Review: A human professional performs the same task without looking at
the AI’s version.

3. Identify Discrepancies: Look for ”Hallucinations,” missed tax law updates, or formatting
errors.

4. Document Correction: Note how the firm corrected the AI error before it reached the
client.

5. Adjust Prompts: If accuracy falls below 95%, retrain staff or adjust the ”System Instruc-
tions” for that AI tool.

7 Tactical and Operational Checklist

� Monthly ”Stress Test” of AI against the latest IRS tax code updates.

� Sign-off signatures required on all AI-assisted tax research memos.

� Log of AI ”Hallucinations” maintained to identify tool-specific weaknesses.

� ”Human-in-the-Loop” verification verified for all client-facing data.

8 Expert Tip

AI models are ”static”—they often don’t know about tax law changes that happened in the last 6
months. Always test the AI with a ”trick question” about a brand new tax law to see if it admits it
doesn’t know or if it makes up a plausible-sounding lie.
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CardinalsByte
Cybersecurity Compliance & Risk for:

Small Business, CPAs, Tax Professionals, Bookkeepers and Accountants

www.cardinalsbytes.com
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