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OUTLINE OF 
PRESENTATION 
1. A quick primer on the basics

2. Known problems for LLMs
a) Hallucinations

b) Memorization, Regurgitation, and 
Copyright issues

c) Privacy/Confidentiality Concerns

3. Always remember the model rules!

4. Specific Tax Issues  
a) Transactional Drafting

b) Tax Research

c) Organizing Data

d) Return Prep
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A QUICK PRIMER ON THE BASICS OF GEN AI

Computer 
Science

Artificial 
Intelligence

Machine 
Learning

Generative 
AI

An academic discipline that has been 

around for decades, since the 1950s

A subfield of computer science.

Studies programming computers to do 
tasks typically associated with humans.

A subfield of AI. Major advances in 

last two decades. Machine can “learn” 
on data in a training set. Excels at 
predictive tasks like pattern 

recognition.
Builds on machine learning 

principles as well as deep learning 
techniques and neural networks. 
Can now “generate” “new” content. 
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HALLUCINATIONS AND 
DECEPTION
• Lawyers (and judges!) have already learned about this 

phenomenon the hard way

• In some ways, hallucinations are both a feature and a 
bug

• Remember most early LLMs were not necessarily 
designed to be research tools and the alignment 
techniques used (RLHF, etc.) may have inadvertently 
increased hallucinations (and unwarranted “confidence”) 
in early models 

• There are techniques being used now to try to address 
this (RAG, chain-of-thought reasoning, etc.) but we 
aren’t there yet (and may never fully get there)
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HOW 
ACCURATE ARE 
BESPOKE 
LEGALTECH 
TOOLS? DO 
THEY 
HALLUCINATE?

• In short, as always, “it depends.” But yes, they DO 

hallucinate.

• Stanford’s Human-Centered Artificial Intelligence 

research center tested the claims that legal research 
companies made about their generative AI products. 
They found that “even these bespoke legal AI tools 

still hallucinate an alarming amount of the time.” 

• See Faiz Surani & Daniel E. Ho, AI on Trial: Legal 

Models Hallucinate in 1 out of 6 (or More) 
Benchmarking Queries, STAN. U. HUM.-CENTERED 
A.I. (May 23, 2024). 
https://hai.stanford.edu/news/ai-trial-legal-models-

hallucinate-1-out-6-or-more-benchmarking-queries
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MEMORIZATION, 
REGURGITATION, AND 
COPYRIGHT ISSUES
• There are well-documented examples of LLMs 

reproducing, verbatim, large passages of their training 
data

• Some developers have termed this “regurgitation” and 
note that it is a bug, not a feature, and one they are 
actively working to eliminate

• Ongoing copyright litigations
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WHAT DO THE MODEL 
RULES SAY ABOUT 
LAWYERS’ DUTIES WITH 
RESPECT TO GENAI?
MORE THAN YOU MIGHT REALIZE!
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RULE 1.1 - COMPETENCE

• Model Rule 1.1 provides that “A lawyer shall provide competent 
representation to a client.”

• Comment 8 is modeled off the 2012 amendments to Model Rule 1.1 and 

specifically focuses on technical competence.

• Comment 8 provides that “a lawyer should keep abreast of changes in the 
law and its practice, including the benefits and risks associated with relevant 
technology[.]”
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RULE 1.6 CONFIDENTIALITY AND 
PRIVACY (WITH A RELATED NOTE 
ON PRIVILEGE)

• Model Rule 1.6 provides that “A lawyer shall not reveal 
information relating to the representation of a client unless 
the client gives informed consent, the disclosure is impliedly 
authorized in order to carry out the representation or the 
disclosure is permitted by paragraph (b).”

• Read the fine print – many of these services are collecting 
your inputs and using those to train/fine tune the model. 
That’s a potential violation depending on what you 
upload. 

• Recent court decisions have also examined how GenAI 
models might impact attorney-client privilege issues
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RULE 5.3 DUTY TO SUPERVISE

• Model Rule 5.3 governs lawyers’ duties to 
supervise “nonlawyer assistance”

• Note the history here – the term “assistance” 

used to be “assistants.” This change was 
intentional on the part of the Model Rules 
drafters and meant to reinforce that lawyers 
must supervise technology like AI 
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OTHER ETHICAL ISSUES

1.3 Diligence – an obligation 
to use these tools?

1.4 Communication – an 
obligation to explain use 

(including black box effect) 
to clients?

5.4 Professional 
Independence

5.5 Unauthorized Practice of 
Law
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FORMAL GUIDANCE FOR 
ATTORNEYS

• ABA Formal Opinion 512 (July 29, 2024) 

• WV Office of Disciplinary Counsel Lawyer 
Disciplinary Board Legal Ethics Opinion 2024-
01 Artificial Intelligence (June 14, 2024) 

(cited in ABA opinion)

• Many judges and districts now have standing 
orders on the use of AI in their courtrooms

12



3/19/26

3

GENAI AND TAX PRACTICE
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TRANSACTIONAL 
DRAFTING

• Unlike litigation-based 
documents, transactional 
documents don’t have a case cite 
prompt to check

• Preparing forms themselves

• First draft of basic forms

• Looking for specific clauses

• Checking for consistency

• Indexing and cross referencing
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TAX RESEARCH

• General use gen AI scrapes from the 
whole internet

• We know bad tax advice exists on the 
internet…

• Using an AI tool specifically for tax 
filters out this noise

These statistics are from BlueJ, a proprietary AI-

Tax Research data base, found at 
https://www.bluej.com/

See also:

 CCH AnswerConnect
Bloomberg Tax AI Assistant

Accordance
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DATA 
ORGANIZATION

• AI is good at data 
organization

• HOWEVER, can you put 
actual client data into AI 
for it to organize for you

• Confidentiality issues…

• What if your clients do it 
for themselves?
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TAX RETURN PREP

• We have all heard of horror stories of clients 
putting their tax returns into AI and telling us 
how our return was wrong… 

• Confidentiality issues

• What about privilege in the tax prep context?

• Professional advice and nuance (or the lack 
thereof…)
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QUESTIONS?
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https://answerconnect.cch.com/app/acr/home/ai

