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Abstract

The dominant narrative frames AI accountability as a forward-looking problem: how to regulate

what AI will produce, how to prevent future hallucinations, how to build guardrails for the next

generation of AI-generated content. This paper argues that framing is dangerously incomplete.

The more urgent problem is retrospective. A growing corpus of documents has already been

filed in courts, submitted to regulators, published in corporate disclosures, and entered into the

institutional record — documents that were produced or substantively influenced by AI without

disclosure, verification, or structural integrity assessment. These documents are embedded in

case law, corporate transactions, regulatory approvals, and institutional decisions. They

constitute discoverable, auditable, and potentially actionable liability exposure for every

institution that produced, accepted, or relied upon them. As of Q1 2026, documented AI

hallucination incidents exceed 1,200 globally, with new cases surfacing at a rate of four to five

per day. Total judicial sanctions in Q1 2026 alone exceeded $145,000. The sanctions trajectory

has escalated from warnings to six-figure fines to license suspension recommendations. But

the documented cases represent only what has been caught. The corpus of unaudited

AI-influenced institutional documents is orders of magnitude larger. This paper formalizes the

retrospective liability thesis, maps the exposure surfaces, and argues that retrospective

structural integrity analysis is not a future need but a present emergency.

1. The Forward-Looking Fallacy

Open any legal technology publication, any AI governance framework, any regulatory proposal. The

temporal orientation is the same: forward. How should institutions use AI going forward? What

guardrails should be in place for future AI-generated content? What disclosure requirements should

apply to AI-assisted work product produced from now on?

These are legitimate questions. They are also incomplete. They assume the problem is ahead of us.

The evidence suggests a substantial portion of the problem is already behind us.

Consider the timeline. ChatGPT launched in November 2022. By early 2023, attorneys were using it to

draft legal filings. By mid-2023, the first sanctions cases emerged. By 2024, AI-assisted drafting was

operational practice at law firms, corporate counsel offices, legislative staff operations, and regulatory

agencies. By 2025, the practice was widespread enough that 61% of federal judges reported using AI

themselves.

During this entire period — November 2022 through approximately early 2026 — no structural integrity

verification standard existed for AI-generated institutional documents. No requirement to disclose AI

use in most jurisdictions. No tool to evaluate the structural integrity of AI-assisted work product at the

level where institutional accountability operates. Millions of documents entered the institutional record
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during this window. They were not verified. They were not flagged. They were not structurally analyzed.

They are still in the record.

2. The Scale of the Retrospective Corpus

The documented cases provide a lower bound. The actual exposure is substantially larger.

Metric Value Source

Documented AI hallucination incidents (global) 1,200+ XIRA / Charlotin Database

Documented U.S. court incidents (through 2025) 729+ Development Corporate

Growth rate: 2024 to 2025 280 → 729+ Bloomberg Law

New documented incidents per day (current) 4–5 NPR / Bloomberg Law

Hallucination rate on complex legal queries 69–88% Development Corporate

Hallucination rate claimed by vendors <1% Development Corporate

Federal judges who use AI themselves 61% Ethics Reporter

State bar associations with AI guidance 35+ NC Bar Association

The gap between the documented cases (1,200+) and the actual corpus of AI-influenced institutional

documents is the retrospective liability gap. The documented cases represent documents where the AI

influence was detected — typically because the hallucinations were obvious (fabricated citations,

non-existent cases, self-contradictory holdings). The undetected corpus consists of documents where

the AI influence was subtler: real citations attached to wrong propositions, reasoning that sounds valid

but was generated rather than performed, structural hollowness masked by professional surface polish.

The gap between vendor-claimed hallucination rates (<1%) and real-world rates on complex queries

(69–88%) provides a scaling factor. If institutions relied on vendor claims to assess their exposure, their

risk models underestimate the actual problem by two orders of magnitude.

3. The Sanctions Trajectory: From Fines to Careers

The judicial response to AI-hallucination cases has followed a consistent escalation pattern:

Phase 1 — Warnings (2023). The first AI-hallucination sanctions cases produced judicial warnings and

relatively modest penalties. Mata v. Avianca (S.D.N.Y. 2023) resulted in a $5,000 sanction and national

media coverage. The message was: do not submit AI-generated legal filings without verification. The

assumption was that the warning would be sufficient.

Phase 2 — Escalating Fines (2024–2025). Sanctions escalated as courts recognized that warnings

were not deterring the behavior. Fines grew into the tens of thousands. The Sixth Circuit issued a

$30,000 sanction at the federal appellate level — the first time AI-hallucination sanctions carried
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precedential circuit court authority. Oregon’s Court of Appeals established the first per-infraction tariff

schedule: $500 per fabricated citation, $1,000 per fabricated quotation.

Phase 3 — Career Consequences (2026). In Q1 2026, total sanctions exceeded $145,000. Brigandi

v. GEICO (N.D. Cal., April 2026) produced $110,000+ in sanctions for 23 fabricated citations and 8

false quotations — the largest AI-hallucination sanction in U.S. history. The entire case was dismissed

with prejudice. In re Lake (Neb. Sup. Ct.) produced the first attorney license suspension

recommendation in an AI-hallucination case.

Each phase of escalation retroactively increases the liability exposure of documents filed during earlier

phases. An AI-influenced brief filed in 2023, when sanctions were warnings, now exists in a legal

environment where the same behavior triggers six-figure fines and license suspension

recommendations. The document has not changed. The liability environment has.

4. Six Surfaces of Retrospective Exposure

The retrospective liability thesis applies across every institution that has used AI to produce documents

of record. Six exposure surfaces are identifiable:

Law firms. Every AI-influenced filing produced without structural verification is potential malpractice

exposure. The duty of verification existed before AI; AI did not remove it. As detection tools improve

and opposing counsel gains access to structural integrity analysis, the probability of discovery

increases. The malpractice clock does not start when the brief is filed — it starts when the deficiency is

discovered.

Corporate counsel. SEC filings, compliance certifications, M&A due diligence reports, and board-level

risk assessments produced with AI assistance carry officer attestation. If the structural integrity of those

documents is compromised, the attestation is built on a foundation the officer cannot verify.

Courts. Judicial decisions based on AI-influenced briefs that were not scrutinized for structural integrity

may need reconsideration. The precedential record itself may contain decisions reached on the basis of

structurally hollow submissions.

Government agencies. Regulatory rulemakings incorporate public comments, staff analyses, and

expert submissions. AI-generated comments submitted during rulemaking periods — a documented

and growing phenomenon — may have influenced regulatory outcomes.

Insurance carriers. Professional liability insurance pricing has not yet incorporated retrospective AI

risk. When carriers begin assessing the AI-influence exposure of their insured institutions, the pricing

correction will be substantial. Every institution that cannot demonstrate structural integrity verification

will face a risk premium — or coverage exclusions.

M&A counterparties. Every corporate acquisition completed with AI-assisted due diligence during the

unverified window carries exposure. The buyer inherits the seller’s AI liability. The representations gap
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becomes a transaction risk that neither party priced.

5. The Sarbanes-Oxley Parallel

The legal industry itself has begun drawing the parallel. In April 2026, XIRA published an analysis titled

“What The Legal Industry Can Learn About AI Hallucinations From Auditors,” explicitly comparing the

current moment to the accounting scandals that produced the Sarbanes-Oxley Act.

The structural analogy is precise. Before Enron and WorldCom, the accounting profession was

self-regulated. Firms audited their own clients. Conflicts of interest were managed through professional

norms rather than structural requirements. The system worked until it didn’t. The response was not

better self-regulation. It was mandatory independent auditing — structural separation between the

entity being audited and the entity performing the audit.

The legal profession’s current relationship with AI mirrors the pre-SOX accounting relationship with

audit independence. Attorneys use AI to draft documents. The same attorneys review those

documents. The verification is self-performed and self-attested. No independent structural integrity

audit exists.

The SOX response created demand for independent auditing infrastructure. The AI-accountability

response will create demand for independent structural integrity verification infrastructure. The XIRA

analysis calls for “independent systems on the market now available to help with citation verification

and hallucinations.” This describes Layer 2 of the integrity stack — citation verification. The deeper

requirement, not yet named by the industry, is Layer 3: structural integrity analysis. The category is

being created. The deepest layer is still unoccupied.

6. The Regulatory Convergence

Three regulatory timelines are converging on the same structural requirement, each from a different

direction:

FRE 707 — The Reliability Standard. The Advisory Committee on Evidence Rules is evaluating a new

rule that would subject AI-generated evidence to Daubert-style reliability requirements. The committee

vote is scheduled for May 7, 2026. If adopted, FRE 707 creates the strongest regulatory catalyst to

date: every institution that uses AI-generated content in legal proceedings must demonstrate the

reliability of that content.

EU AI Act — Full Enforcement. The EU AI Act reaches full enforcement on August 2, 2026. Its

transparency and accountability requirements for high-risk AI systems create institutional demand for

documented integrity measurement of AI-generated outputs.
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State-Level Regulation — The Patchwork Catalyst. Colorado’s AI Act takes effect June 30, 2026.

California’s COPRAC guidance requires attorneys to verify the structural foundations of AI-assisted

work product. Thirty-five state bar associations have issued AI guidance.

The convergence point is now through mid-2026. Each regulatory development retroactively increases

the liability exposure of documents produced during the unregulated window. Institutions that cannot

demonstrate the structural integrity of their existing corpus will face exposure they have not yet priced.

7. The Retrospective Audit

The prospective pitch says: “Protect yourself from future AI liability.”

The retrospective pitch says: “Find out what you are already exposed to.”

The retrospective pitch is more urgent, more frightening, and more immediately actionable. An

institution that receives a prospective pitch can defer: “We will implement better practices going

forward.” An institution that receives a retrospective pitch cannot defer: the liability already exists, the

detection tools are improving, and the clock on discovery is ticking.

A retrospective structural integrity audit works by applying dimensional analysis to an institution’s

existing corpus of filed documents. The audit identifies documents that exhibit structural signatures

consistent with AI-generated or AI-influenced content — specifically, documents where surface

dimensions (argumentative structure, rhetorical architecture) are intact while foundational dimensions

(genuine engagement with contradiction, genuine stake disclosure) are collapsed.

The output is an exposure map: which documents carry the highest structural absence risk, which

cases or transactions are most affected, which matters involve the highest stakes. The audit does not

render a verdict on any individual document. It produces dimensional evidence that the institution’s

professionals can evaluate — the same evidence-not-verdict principle that applies to all structural

integrity measurement.

Critically, the retrospective audit can begin without waiting for clients. Court filings are public records.

SEC filings are public records. Legislative records are public records. The infrastructure for

retrospective structural integrity analysis can be built, demonstrated, and validated on public corpora

before a single institution asks for it — and the resulting case studies become both proof of capability

and market education.

8. 4CITE.ai — The Retrospective Infrastructure

4CITE.ai is a structural integrity analysis platform operating across three institutional verticals: law

(4CITE4law), business (4CITE4biz), and government (4CITE4gov). The platform provides both

prospective verification (structural integrity analysis before a document enters the record) and
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retrospective audit (structural integrity analysis of documents already in the record).

The same measurement architecture serves both use cases. The same dimensional analysis that

verifies a brief before filing can evaluate a brief filed three years ago. The retrospective audit is not a

separate product. It is a use case of the same infrastructure with a different intake workflow.

4CITE is designed to be additive. It does not replace citation checking tools, AI drafting assistants, or

compliance platforms. It sits on top of them as the structural integrity layer — the layer that evaluates

whether a document’s accountability architecture is genuine or performed, regardless of whether the

citations check out and the facts are accurate.

The platform maintains a growing corpus of structural integrity measurements across all three verticals.

Every document analyzed adds to the longitudinal record. Over time, this corpus becomes the

structural integrity map of the American institutional record — a resource that enables not just individual

document evaluation but ecosystem-level trend analysis.

4 SHIELD LLC, the parent entity, is a Wyoming Benefit LLC whose stated benefit purpose is to restore

public trust across all domains through the stabilization of social, economic, and political institutions.

The retrospective liability thesis is the most direct expression of that purpose: the unaudited corpus

represents a trust deficit that grows every day it remains unmeasured. Structural integrity analysis is the

instrument that begins to close it.

9. Conclusion: The Clock Is Already Running

The AI accountability debate is framed as if the institutional community has time to prepare. Draft the

regulations. Build the guardrails. Train the professionals. Implement the tools. Then, once everything is

in place, begin the careful work of ensuring AI-generated content meets structural integrity standards.

The retrospective liability thesis says that framing is three years too late.

The documents have been filed. The decisions have been made. The precedents have been set. The

transactions have closed. The regulations have been promulgated. All of it during a window when no

structural integrity verification existed, no disclosure was required, and the tools to detect structural

hollowness in AI-generated content did not exist at the layer where institutional accountability operates.

That window is closing. FRE 707 is approaching committee vote. The EU AI Act is approaching full

enforcement. State regulations are taking effect. Sanctions are escalating from fines to careers.

Detection tools are improving. Opposing counsel will have access to structural integrity analysis.

Insurance carriers will begin pricing the risk.

When the window closes, every institution will face the same question: what is in our corpus? What did

we file during the unverified window? What is our exposure?

The institutions that can answer that question will have conducted a retrospective structural integrity

audit. The institutions that cannot answer it will be waiting for someone else to discover what they
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should have found themselves.

4CITE.ai is building the infrastructure to answer that question — prospectively and retrospectively,

across law, business, and government — now.

References

Mata v. Avianca, Inc., No. 22-cv-1461 (S.D.N.Y. 2023) (Castel, J.) — Sanctions order for AI-fabricated citations.

Brigandi v. GEICO Gen. Ins. Co., No. 3:24-cv-01387 (N.D. Cal.) — $110,000+ sanctions for 23 fabricated citations and
8 false quotations.

In re Lake, Neb. Sup. Ct. — Attorney license suspension recommendation in AI-hallucination case.

Advisory Committee on Evidence Rules, Judicial Conference of the United States — Proposed FRE 707 (AI-generated
evidence), committee vote scheduled May 7, 2026.

EU Artificial Intelligence Act, Regulation (EU) 2024/1689, full enforcement effective August 2, 2026.

Colorado Artificial Intelligence Act, SB 24-205, effective June 30, 2026.

Shumailov, I., Shumaylov, Z., Zhao, Y., Papernot, N., Anderson, R., & Gal, Y. (2024). AI models collapse when trained
on recursively generated data. Nature, 631, 755–759.

XIRA. “What The Legal Industry Can Learn About AI Hallucinations From Auditors.” April 10, 2026.

Development Corporate. “AI Hallucinations in Legal Practice Are a Ticking M&A Time Bomb.” April 2026.

The Ethics Reporter. “The $145,000 Paradox: Courts Punish Lawyers for Using AI While 61% of Federal Judges Use
It Themselves.” April 2026.

NPR. “Penalties stack up as AI spreads through the legal system.” April 3, 2026.

Complex Discovery. “The AI Sanction Wave: $145K in Q1 Penalties.” Q1 2026.

4 SHIELD LLC. “The Collapse Dividend: Why AI Model Collapse Makes Structural Integrity Measurement
Infrastructure.” White Paper WP-12, April 2026.

4 SHIELD LLC. “The Accountability Architecture: Why Structural Integrity Is a Property of Systems, Not People.” White
Paper WP-13, April 2026.

4 SHIELD LLC. “Hallucination Is Not an Accuracy Problem: Why AI Confabulation Is a Structural Integrity Event.”
White Paper WP-14, April 2026.

Published by 4 SHIELD LLC, a Wyoming Benefit LLC.

4CITE.ai — Any source. Any domain. Any model.

research@4CITE.ai


