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Evolve Your
Confidence

If a Regulator Called
Today, Could You
Answer?
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‘worth sitting with

If a regulator, a board member, an LP, or a senior client called
your office right now and asked you to prove the accuracy

of your tax data, how long would that answer take?

Not the filing. The proof. The audit trail. The lineage from source document
to submitted number, with no gaps in the chain of custody and no moments

where you'd need to say, “Let me look into that and get back to you.”

For many private market tax organizations, that question has no
clean answer. Not because the people are careless, but because

the systems they depend on were not built to produce one.

That is the gap that defines the confidence problem. And in the

current environment, it is no longer a process gap. It is a liability.
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Confidence is no longer defined by output.

Confidence is the ability to demonstrate

Compliance used to mean filing accurately accuracy, completeness, and accountability at

and on time. That was the goal. It was visible,
measurable, and achievable.

The standard has moved. Significantly. q 2 o/
o of 2026 audit plans include data
8 5 /o governance audits

) . Internal Audit Collective Jan 2026
of executives say compliance has

become more complex over the
past three years any moment — not only during filing season,

but whenever a stakeholder decides to ask.
PwC Global Compliance Survey 2025

Every figure that leaves your practice must be

right. When data quality depends on manual

Eighty-five percent of executives say entry and disconnected systems, confidence

compliance has become more complex over becomes a hope, not a standard
, .

the past three years. Forty-two percent

of 2026 audit plans now include data
governance audits — not just financial reviews,
but examinations of how data is managed, o
controlled, and verified before it ever reaches o
a return. Regulators, boards, and institutional

_ . say fragmented data makes
investors are no longer asking only whether . .
) ) compliance more difficult
the numbers were right. They are asking how

you know. PwC Global Compliance Survey 2025

That shift changes what confidence means.
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The Infrastructure
Behind the Answer

When a regulator, a board, an LP, or a client asks a question about
the datq, there needs to be a clean answer. That answer requires

three things that manual workflows structurally cannot provide:
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No audit trail Traceable
No lineage Verifiable
No single source 3 Defensible
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An audit trail means every change, every input, every review has a timestamp and an owner.
Data lineage means you can trace any figure in a final return back to the original source
document, through every transformation it passed through along the way. A single source of
truth means there is one authoritative version of the data — not five spreadsheets that may or
may not reconcile, not three emails where someone shared a revised number, not one system
that doesn’t talk to another.

Without those three things, you do not have a

verifiable compliance process. You have a system o
that produces outputs and hopes nobody looks 5 O /o
too hard at the inputs. . .
of senior finance professionals
Seventy percent of finance professionals do not fully trust their own
say fragmented data makes compliance organization data
more difficult. Fifty percent of senior finance
professionals do not fully trust their own
organization’s data. These are not isolated concerns. They reflect an operating model —

manual, disconnected, undocumented — that was built for a simpler era and is straining under

conditions it was never designed to handle.
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The Cost of

The inability to demonstrate accuracy, completeness, and auditability

is not simply an operational inconvenience. It compounds.

The IRS assesses $255 per partner per month in penalties, with no cap on
the number of partners affected. A single filing season with an undetected
data problem can touch dozens of clients and hundreds of returns. The

financial exposure is real. But the reputational exposure may be larger.



IT'S TIME TO EVOLVE 2026

A tax practice earns trust through
accumulated reliability — returns filed
correctly, deadlines met, complex situations
handled with precision. It loses that trust
through a single failure that demonstrates
the underlying infrastructure cannot be relied
upon. That asymmetry is why governance
matters as much as accuracy. Accuracy in the
output is not sufficient if you cannot prove the
integrity of the process that produced it.

There is also an Al risk that deserves direct
acknowledgment. Generic Al tools — the kind
that are built for general-purpose tasks and
adapted for tax workflows — do not carry the
domain specificity, the validation logic, or the
accountability structures that private market
tax requires. In tax, a hallucination from an
off-the-shelf Al is not a glitch. It is a liability.
It can be a penalty. It can be a restatement.

It can be the question that ends a client
relationship.
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$255

per partner per month in IRS
penalties — no cap on number of

partners affected

IRS 2025 Penalty Schedule

Any organization integrating Al into
compliance workflows needs to be certain
that the tool was built for the problem, not
reassembled from something that was built
for something else.
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Actually Requires

Building confidence in this environment requires

infrastructure that produces answers, not just outputs.

That infrastructure looks like a platform
where every K-1flows from ingestion through
extraction through validation through filing
with full traceability at every step. Where the
data has a clean lineage that any stakeholder
can follow. Where an audit does not require
your team to reverse-engineer how a number
ended up in a return. When someone asks,

YOU can answer.

It also requires discipline about the tools doing
the work. Purpose-built tax infrastructure is
not the same as general-purpose automation
with a tax-flavored prompt. The difference
shows up exactly when the stakes are highest
— in the edge case, the footnote, the multi-

state allocation that a general tool handles
incorrectly because it was never trained to
handle it at all.

The organizations that are building this kind
of confidence are not doing it because they
expect a regulator to call. They are doing

it because they understand that the ability

to answer that question — immediately,
accurately, completely — is what separates a
practice built on trust from one that is always
hoping it won’t be tested.

The question is no longer whether your
compliance is sound. It’'s whether you can

prove it.
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About
K1x, Inc.

K1x is the purpose-built platform for private market K-1intelligence — the
system of record that accounting firms, family offices, funds, and tax-
exempt organizations use to aggregate, extract, produce, and distribute K-1
data with accuracy, compliance, and scale no general tool can match.

Visit us at Klx.io and follow us on LinkedIn. —
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