
Federal Digital Transformation and Efficiency Act of 2025 

(A legislative proposal to modernize federal systems, integrate AI, and improve government 
efficiency over five years.) 

Omnibus Bill Version 

Section 1. Short Title. 

This Act may be cited as the “Federal Digital Transformation and Efficiency Act of 2025.” 

Explanation: This section designates the name of the Act for reference purposes. 

Section 2. Findings and Purpose. 

Congress finds and declares the following: (1) The Federal Government currently operates 
numerous outdated legacy IT systems that are costly to maintain and vulnerable to security 
risks. Federal IT spending exceeds $90 billion annually, with roughly 80% spent just on 
operations and maintenance of existing systems. Modernizing and consolidating these 
systems is essential for efficiency and security. (2) Past initiatives demonstrate the 
benefits of modernization. The Data Center Optimization Initiative, for example, achieved 
an estimated $6.6 billion in cost savings between 2012 and 2021 through consolidating 
data centers. Consolidating redundant systems into unified platforms can similarly reduce 
licensing and maintenance costsuschamber.com while improving service quality. (3) 
Rapid advances in artificial intelligence (AI) present an opportunity to automate routine 
tasks and enhance decision-making in government operations. Early deployments of AI for 
fraud detection and other tasks have already saved taxpayers significant sums (in one case 
over $1 billion annually) with high accuracygdit.com. Leveraging AI across federal agencies 
could greatly increase productivity and reduce errors. (4) Eliminating waste, fraud, and 
abuse in federal programs is a high priority. GAO estimates the government loses hundreds 
of billions of dollars each year to fraud and improper paymentsgao.gov. A unified approach 
to data and the use of advanced analytics and AI can help detect and prevent such losses, 
thereby improving accountability and public trust. (5) All federal executive agencies must 
participate in a comprehensive modernization effort to ensure consistent, government-
wide improvements. Siloed, piecemeal upgrades are insufficient; a unified strategy is 
needed to truly transform government operations. (6) Workforce considerations are 
paramount. Technological modernization should be accompanied by responsible 
workforce restructuring that avoids involuntary layoffs. The Federal Government should 
rely on measures such as reassignment, retraining, and voluntary separation incentives to 
reshape its workforce, consistent with past practice of minimizing involuntary 
separationscongress.gov. (7) Investing in modernization yields long-term savings. The 



Technology Modernization Fund (TMF), established by the Modernizing Government 
Technology Act of 2017, has shown that providing up-front funding for IT improvements—
repaid over time from savings—can successfully drive upgradesconnolly.house.gov. A 
combination of direct appropriations and a revolving fund based on achieved savings will 
finance the 5-year modernization plan in a fiscally responsible way. (8) The purpose of this 
Act is to enact a 5-year plan to modernize all federal executive agency systems into a 
unified, secure platform, deploy AI to automate all feasible tasks and decision processes, 
eliminate waste, fraud, and abuse through data integration and analytics, and increase 
efficiency and transparency in government, while treating the federal workforce fairly and 
upholding privacy, security, and ethical standards. 

Explanation: This section lists factual findings and the intent behind the legislation. It 
highlights the costly state of legacy systemsforbes.com, evidence of savings from past 
consolidation effortsgao.govuschamber.com, the potential of AI to save money and 
improve servicesgdit.com, the massive scope of waste and fraud that can be 
addressedgao.gov, the need for all agencies to act in unison, the importance of handling 
workforce changes humanelycongress.gov, and the effectiveness of funding mechanisms 
like the TMFconnolly.house.gov. Together, these justify the Act’s comprehensive approach.  

Section 3. Definitions. 

In this Act: (a) “Executive agency” means any agency in the executive branch of the United 
States Government, including executive departments, independent establishments, and 
government corporations, as defined in 5 U.S.C. § 105 and 5 U.S.C. § 101et seq., but 
excluding the Department of Defense and elements of the Intelligence Community only to 
the extent that a specific provision of this Act would jeopardize national security or 
intelligence activities. (b) “Unified Digital Platform” or “unified platform” means a 
common, cloud-based federal digital infrastructure with shared services, standardized 
software and data interfaces, and interoperable systems, to be utilized by all executive 
agencies. This platform shall enable cross-agency data sharing and integration (subject to 
privacy controls), common user access and identity management, and centralized tools 
(such as AI services) that can be deployed across government. The unified platform may 
consist of multiple interoperable modules or cloud environments, but shall adhere to a 
common architecture and set of standards established under this Act. (c) “Artificial 
intelligence” or “AI” means any computerized system that performs tasks which would 
typically require human intelligence, including but not limited to machine learning 
algorithms, natural language processing, robotics process automation, and other systems 
capable of reasoning, learning, or decision-making. An “AI system” refers to an 
implementation of artificial intelligence used by an agency to perform such functions. (d) 



“Feasible” (with respect to task automation or decision-making) means that which is 
practicable and effective to automate through technology without undermining the quality 
of outcomes or violating legal, ethical, or security constraints. The determination of 
feasibility shall consider available technology, cost-effectiveness, and the need for human 
judgment in particular processes. (e) “Modernization Fund” means the Federal Digital 
Transformation Modernization Fund established by Section 7 of this Act, which provides 
funding for agency IT modernization and AI projects, to be repaid from resulting savings. (f) 
“Council” means the Federal Digital Transformation Council established under Section 8 of 
this Act, or any successor interagency oversight body designated to implement this Act. (g) 
“Voluntary separation incentive” means a payment or benefit offered to an employee to 
encourage voluntary resignation or retirement, as authorized by 5 U.S.C. § 3521 et seq. (or 
other applicable authority), for the purpose of avoiding involuntary reductions in personnel.
 (h) “Reskilling” means the process of training and educating existing employees in new 
skills or competencies to enable them to assume different positions or responsibilities, 
particularly in fields such as information technology, data analysis, or AI, as agency needs 
evolve. 

Explanation: This section defines key terms used throughout the Act. For example, 
“executive agency” is broadly defined to ensure all executive branch agencies are included 
(with a narrow national security exception). The unified digital platform is described as a 
government-wide, cloud-based infrastructure for shared systems – an important concept 
for eliminating silos and duplicative systems. “Artificial intelligence” and related terms are 
defined to clarify the scope of AI technologies to be deployed. The Modernization Fund and 
Council established later in the Act are referenced here for clarity. Workforce-related terms 
like voluntary separation incentives and reskilling are also defined, aligning with existing 
statutes for buyouts and common usage for workforce training. 

Section 4. Federal Unified Digital Platform and Systems Modernization Mandate. 

(a) Requirement to Modernize and Consolidate Systems.— Notwithstanding any other 
provision of law, each executive agency shall modernize its information technology 
systems and migrate to the Unified Digital Platformestablished under this Act. All executive 
agencies are mandated to participate in this government-wide platform integration effort. 
Existing legacy systems that duplicate functionalities provided by the unified platform or 
that can be efficiently consolidated shall be phased out or merged into the unified platform 
within five years of enactment of this Act. Agencies shall prioritize the replacement of 
systems that are highest-risk, costliest, or most outdated. 

(b) Planning and Inventory.— Within 180 days of enactment, the head of each executive 
agency shall submit to the Director of the Office of Management and Budget (OMB) and the 



Federal Chief Information Officer (Federal CIO) an IT inventory and modernization plan. 
This plan shall: (1) Inventory Systems: Identify all major IT systems, databases, and digital 
services in use, noting their condition (age, security compliance, costs, and any known 
duplications with other agencies). (2) Opportunities for Consolidation: Identify systems or 
services that can be discontinued, merged, or provided as a shared service via the unified 
platform or by another lead agency (for example, common financial management, human 
resources, or grants management systems). (3) Migration Schedule: Provide a proposed 
schedule over the next 5 years for retiring or upgrading legacy systems and transitioning to 
the unified platform’s solutions, with milestones at least yearly. (4) Resource Needs: 
Estimate budgetary, staffing, and technical resources required to execute the migration, 
and any dependencies or support needed from OMB, GSA, or other agencies. These 
agency plans shall be subject to review and approval by the Federal Digital Transformation 
Council (established in Section 8), which may require modifications to ensure consistency 
and alignment across the government. 

(c) Development of Unified Platform.— The Administrator of General Services, in 
coordination with the Federal CIO and the Federal Digital Transformation Council, shall 
lead the development and deployment of the Unified Digital Platform. This shall include: 
(1) Architecture and Standards: Defining a common technical architecture, interface 
standards (including application programming interfaces (APIs) for interoperability), data 
format standards, and security protocols that all agency systems on the platform must 
adhere to. The architecture should emphasize modularity, scalability, and the ability to 
integrate agency-specific applications while maintaining overall interoperability. (2) Core 
Shared Services: Building or procuring core shared services to be offered via the platform 
to all agencies (such as centralized identity and access management, login services for the 
public, payment processing, data analytics tools, and other common functionalities). 
Duplication of these services by individual agencies shall be minimized. (3) Cloud 
Infrastructure: Establishing a secure cloud infrastructure (or federated inter-cloud 
environment) that can host agency applications and data. This should leverage existing 
government cloud resources and contracts where possible, and meet all federal security 
requirements (as per Section 9). Agencies may utilize commercial cloud services if 
compliant with the unified standards and approved by the Council. (4) Portal and 
Interface: Developing a unified online interface or portal framework that agencies can use 
for public-facing services, aiming for a consistent and user-friendly experience across the 
government (in compliance with the 21st Century Integrated Digital Experience Act and 
related policies). (5) Data Integration: Implementing mechanisms for appropriate data 
sharing and integration across agencies, such as secure data exchanges or warehouses, to 
facilitate cross-agency analytics and services (especially to detect fraud or serve citizens 



who interact with multiple agencies). All such data sharing shall obey privacy regulations 
and use anonymization or confidentiality protections as required. The unified platform 
shall be designed to avoid a single point of failure; it may consist of multiple interlinked 
systems and clouds rather than one monolithic system, so long as they operate as a 
cohesive whole under common standards. The Council shall approve the platform design 
and ensure it meets agencies’ needs. 

(d) Agency Transition to Unified Platform.— Each agency shall execute the transition in 
accordance with the approved plan: (1) Migration and Decommissioning: Agencies shall 
migrate designated legacy functions and data to the unified platform’s shared systems or 
modernized applications. Once stable operations are confirmed on the new platform, the 
agency shall decommission the legacy systems to prevent redundant spending. (2) Interim 
Interfaces: During the transition, agencies shall implement interim interoperability (such as 
API connectors or data bridging) between remaining legacy systems and the unified 
platform, to enable data exchange and mitigate silos in the interim period. (3) Waivers and 
Exceptions: The Federal CIO, with approval of the Council, may grant a temporary waiver 
for specific systems that cannot be reasonably migrated within five years due to critical 
unique requirements or unacceptable risk to mission. Any such waiver must be reported to 
Congress with a justification and a revised timeline or plan for alternative modernization. 
Waivers shall be reviewed annually. (4) Assistance and Shared Solutions: To reduce 
duplication, agencies are encouraged to use solutions developed by other agencies or 
centralized by GSA. The Council may designate certain agencies as “Shared Service 
Providers” for particular common functions; other agencies shall collaborate with and 
utilize those shared services rather than maintaining separate systems. For example, one 
agency might host a government-wide financial management platform, another a human 
resources management system, etc., under Council coordination. (5) Legacy Systems 
Prohibition: Five years after enactment, no executive agency may obligate funds for the 
operation or maintenance of any IT system identified for phase-out under this section, 
except if a specific waiver is granted as per (d)(3). Budget requests shall reflect the 
elimination of such legacy system costs. 

(e) Modernization of Internal Processes.— In conjunction with technical system upgrades, 
each agency shall review and update its business processes and administrative 
procedures to take full advantage of the unified platform. This includes streamlining 
workflows, reducing unnecessary paperwork by using digital forms and electronic records, 
and aligning agency policies to allow digital sharing of information. Agencies shall 
eliminate regulations or internal policies that mandate the use of obsolete technology or 
siloed data practices, where consistent with law and mission, in order to fully leverage an 
integrated digital environment. 



Explanation: This section mandates a sweeping overhaul of federal IT systems into a 
unified, cloud-based platform. It requires every executive agency to participate, eliminating 
the patchwork of siloed legacy systems. Part (a) establishes the core requirement: within 
five years, agencies must modernize and move onto the unified platform. Part (b) requires 
agencies to inventory their IT and make detailed modernization plans with milestones. This 
ensures accountability and lets the oversight Council coordinate efforts across agencies. 
Part (c) charges GSA and OMB’s Federal CIO with actually building out the Unified Digital 
Platform – including common architecture, shared services, cloud infrastructure, and data 
integration tools for the whole government. The platform is to emphasize interoperability 
(for example, using APIs and common standards) so that data and services can be shared 
across agencies, breaking down “information silos” as called for by previous executive 
directivesniskanencenter.org. Part (d) lays out how agencies will migrate: shutting down old 
systems after moving to new ones, using interim solutions to connect old and new in the 
meantime, and providing a mechanism for rare exceptions (with oversight). It also 
encourages a shared-services model where one agency’s modern solution can be used by 
others to avoid reinventing the wheel. Finally, part (e) notes that modernization isn’t just 
about IT—agencies should also update their processes and rules to fully utilize digital tools 
(for example, moving away from paper-based requirements). Overall, Section 4 envisions a 
cohesive federal IT environment (“Government as a Platform”) that will improve efficiency 
and facilitate cross-agency collaboration, which in turn helps identify waste and fraud that 
hide in siloed systems. 

Section 5. Artificial Intelligence Integration and Automation of Agency Functions. 

(a) Government-wide AI Adoption Plan.— It is the policy of the United States Government to 
deploy artificial intelligence to automate or augment all feasible and appropriate 
government tasks and decision-making processes in order to increase efficiency, accuracy, 
and responsiveness. Within 180 days of enactment, the Federal Digital Transformation 
Council, in consultation with the Administrator of General Services and the Director of 
OMB, shall develop and issue a Government-wide AI Adoption Plan. This plan shall: (1) 
Identify Priority Use Cases: Survey common functions across agencies (such as document 
processing, data analysis, customer service via chatbots, predictive maintenance, fraud 
detection, etc.) where AI technologies could quickly be applied for benefit. Identify at least 
5 high-impact pilot projects that could be implemented within 1 year, and broader 
categories for longer-term AI integration. (2) Guidance for Agencies: Provide guidelines to 
agencies on how to conduct inventories of their own processes to identify candidates for 
automation. This includes criteria for evaluating feasibility and appropriateness of AI (for 
example, tasks that are repetitive, high-volume, rules-based, or data-intensive are good 
candidates, whereas tasks requiring complex human judgment or empathy might not be). 



(3) Shared AI Services: Determine opportunities to build or procure shared AI services or 
platforms that can be leveraged by multiple agencies. For instance, a centralized library of 
AI tools (such as pre-trained machine learning models for common needs, natural 
language processing services, or robotic process automation tools) could be made 
available through the Unified Digital Platform for agencies to use, rather than each agency 
developing redundant AI solutions. (4) Skill and Infrastructure Needs: Assess the 
workforce skills and IT infrastructure changes needed to support widespread AI adoption. 
This should inform the reskilling initiatives in Section 6 and any necessary enhancements 
to computing resources (such as access to cloud computing power, data storage, or 
specialized hardware for AI). (5) Ethical and Privacy Considerations: Include an initial 
framework (to be elaborated under Section 9) outlining how agencies should address 
privacy, civil rights, and ethical implications of AI, ensuring transparency and 
accountability in automated decisions. (For example, identifying categories of decisions 
that should not be fully automated or that require human review.) The Government-wide AI 
Adoption Plan shall be updated annually by the Council to reflect technological advances 
and lessons learned from implementation. 

(b) Agency AI Implementation Plans.— Within 270 days of enactment, each executive 
agency shall develop an Agency AI Implementation Plan (consistent with the guidance of 
the government-wide plan) and submit it to the Council and OMB for approval. Each 
agency plan shall: (1) Process Inventory: Identify specific processes, services, and 
decision points within the agency’s operations that are appropriate for AI-driven 
automation or support. This should encompass both internal administrative processes 
(e.g., payroll processing, scheduling, procurement workflows) and programmatic functions 
(e.g., reviewing benefit applications, answering public inquiries, analyzing data for 
regulatory enforcement). (2) Implementation Roadmap: Provide a roadmap for integrating 
AI into those identified functions over the next 5 years. The roadmap should set targets 
such as “By Year 1, deploy AI chatbots for basic customer service inquiries; By Year 3, use 
machine learning to pre-screen and flag potential improper payments for human review; By 
Year 5, automate processing of routine applications with human oversight on exceptions,” 
as applicable to the agency’s mission. (3) Expected Benefits: Estimate the efficiency gains, 
cost savings, improved accuracy, or other benefits expected from each AI deployment. For 
example, an agency might project that automating a certain claims process will reduce 
processing time from weeks to days and save a certain dollar amount in administrative 
costs annually. (4) Risk Mitigation: Identify any risks or challenges (technical, ethical, legal) 
for each major AI use case and how the agency will mitigate them. This includes addressing 
potential bias in AI algorithms, ensuring cybersecurity for AI systems, and contingency 
plans if an AI system fails or produces incorrect output (so that errors can be caught and 



corrected). (5) Workforce Impact: Describe how the introduction of AI will impact agency 
staff for each function – for instance, which job roles may see duties shifted and how the 
agency plans to retrain or redeploy those employees (in coordination with Section 6’s 
initiatives). Also indicate any new roles or skills the agency needs to cultivate (such as data 
scientists or AI system managers). Agencies shall coordinate with the Council’s guidance 
and may consult the GSA’s AI Centers of Excellence or similar bodies for expertise. The 
OMB Director, in consultation with the Council, shall review each agency’s AI plan to 
ensure it is ambitious yet realistic, and aligned with best practices and ethical guidelines. 
Plans may be approved with modifications as needed. Failure to submit an adequate plan 
may result in budgetary or oversight consequences as determined by OMB. 

(c) Implementation and Use of AI Systems.— Each executive agency shall proceed to 
implement AI systems according to their approved plans, subject to the following 
requirements and authorities: (1) Procurement and Development: Agencies are authorized 
to procure, develop, or adapt AI technologies necessary to accomplish the goals of this 
Act. Priority should be given to utilizing existing shared AI services or government-
developed solutions identified by the Council to avoid duplication. The Administrator of 
General Services shall assist agencies by negotiating government-wide contracts or 
blanket purchase agreements for commonly needed AI tools and services, and by 
facilitating interagency sharing of AI applications. (2) Automation of Decision-Making: For 
any agency decision-making process that is automated or augmented by AI, the agency 
must ensure that appropriate human oversight or review is in place, commensurate with 
the importance of the decision. Purely ministerial or routine determinations (e.g., verifying 
that a form is complete) may be fully automated, whereas decisions affecting individuals’ 
rights, benefits, or penalties (e.g., denial of benefits, enforcement actions) shall not be 
made solely by an AI without an opportunity for human review or appeal. In other words, AI 
may assist in such decisions (for example, by providing a recommendation or risk score), 
but final accountability remains with human officials, except where otherwise authorized 
by law and certified by the agency head with notice to the Council. (3) Performance 
Monitoring: Agencies must rigorously test and validate AI systems before full deployment 
and continuously monitor their performance once live. This includes testing for accuracy, 
assessing for biases or disparate impacts on different groups, and ensuring the AI’s outputs 
are explainable to the extent needed. Agencies shall collect metrics on AI performance 
(e.g., error rates, processing time improvements, false positive/negative rates in 
predictions) and report these to the Council periodically. If any AI system is found to 
produce unacceptable error rates or biased outcomes, the agency shall suspend or modify 
its use until issues are resolved. (4) Transparency: Wherever an AI system is used to 
interact with the public or make determinations about individuals, the agency shall provide 



appropriate notice to the public that AI is being employed. For example, if an AI chatbot is 
answering citizen questions on an agency website, it should identify itself as an automated 
system. If AI is used in adjudicating an application, the notification to the applicant should 
mention that an algorithm was used in the process and provide information on how to 
request human review if desired. (5) Data for AI Training: Agencies are authorized to use 
their data to train and improve AI models, including sharing data with other agencies or 
centralized data pools, in accordance with all privacy and security laws. Wherever 
possible, open data and non-sensitive datasets should be utilized to develop AI solutions 
to reduce privacy risk. If personal data is used to train AI, agencies must follow guidance 
under Section 9 to ensure such use is lawful, minimized, and protected. (6) Interagency 
Collaboration: Agencies pursuing similar AI solutions shall collaborate. The Council may 
facilitate working groups (for instance, an AI in Finance group, AI in Health group, etc.) to 
share lessons and even jointly develop AI tools that can serve multiple agencies. 
Redundant parallel development of very similar AI applications by multiple agencies is 
discouraged; instead, lead agencies may emerge for certain domains of AI, as coordinated 
by the Council. 

(d) Eliminating Fraud, Waste, and Abuse through AI and Analytics.— As a special emphasis, 
agencies shall use AI-driven techniques to detect and reduce fraud, waste, and abuse in 
programs and operations. This includes: (1) Anomaly Detection: Applying machine 
learning and data analytics to identify anomalies or suspicious patterns in financial 
transactions, benefit claims, procurement contracts, or other areas prone to misuse. For 
example, AI can flag potentially fraudulent benefit claims or payments by comparing 
against typical patterns (as some pilot projects have achieved high accuracy and 
significant savingsgdit.com). (2) Interagency Data Matching: Utilizing the unified platform’s 
data sharing capabilities to cross-check information between agencies (subject to privacy 
rules) to catch fraudsters who exploit gaps between agency systems. (For instance, income 
or death records from one agency could be cross-checked before another agency issues 
benefits, preventing improper payments.) Agencies shall participate in government-wide 
data matching initiatives for program integrity, as coordinated by the Council and relevant 
interagency task forces. (3) Predictive Analytics: Developing predictive models to 
proactively identify areas of high risk for waste or abuse (such as contracts likely to incur 
cost overruns, or beneficiaries who may become ineligible) so that preventive action can 
be taken. (4) Sharing Best Practices: The Council’s AI working groups shall compile and 
disseminate best practices and tools proven effective in combating fraud and waste. 
Successful AI tools used by one agency (for example, an AI system that saved millions by 
detecting procurement fraud) should be shared or made available to others. Each 
agency’s Inspector General (IG) and Chief Financial Officer (CFO) shall be consulted in 



developing these anti-fraud AI measures. The IG community is encouraged to incorporate 
advanced analytics into their audits and investigations. Agencies shall report annually on 
reductions in improper payments or incidents of fraud attributed to enhanced analytics 
and AI, as part of the reporting under Section 10. 

(e) Updates and Evolution.— The field of AI is rapidly advancing. The Council and agencies 
shall remain adaptive: this Act permits the introduction of new types of AI solutions not 
specifically anticipated at enactment, so long as they further the goal of automating 
feasible tasks and improving government operations responsibly. OMB may issue updated 
guidance or adjustments to agency AI plans with the approval of the Council to account for 
new technologies (for example, future developments in quantum computing AI or 
advanced autonomous systems) or to address challenges encountered. The five-year 
implementation period may include pilot programs in earlier years and scaled deployments 
in later years as technology matures. 

Explanation: This section drives the aggressive adoption of artificial intelligence in federal 
agencies. Part (a) calls for a coordinated government-wide plan to integrate AI, ensuring 
agencies have a roadmap and shared resources to work from. It emphasizes identifying 
quick wins and creating shared AI tools so that each agency doesn’t have to start from 
scratch. Part (b) then requires each agency to make its own plan, inventorying processes to 
automate and setting a schedule. The idea is that essentially every routine or data-
intensive task that can be automated with current or near-future tech shouldbe, over the 
next 5 years. This includes internal operations and outward-facing services. Each plan 
must also consider the impact on employees and how to handle that (tying into Section 6 
for retraining). 

Part (c) lays out how agencies should implement AI. It gives procurement authority and 
encourages using centralized solutions to avoid wasteful duplication. Critically, it 
establishes guardrails: agencies must have human oversight for important decisions; AI 
can help make decisions but shouldn’t have final say on, for example, terminating 
someone’s benefits without a person involved. It also requires testing and monitoring of AI 
systems to ensure they’re accurate and fair. The section mandates transparency, so the 
public knows when AI is involved. These provisions align with emerging best practices and 
ethical guidelines for AI use in government, such as requiring algorithmic impact 
assessments and the ability to explain and appeal AI-driven 
decisionsbidenwhitehouse.archives.gov. 

Part (d) zeroes in on using AI to combat waste, fraud, and abuse – a key goal of the Act. It 
instructs agencies to use advanced analytics to find fraud patterns across large datasets 
and to share data across agencies to catch cross-agency fraud (for example, the same 



individual defrauding multiple programs). This responds to Congress’s concern about the 
hundreds of billions lost to improper paymentsgao.gov. By using AI for anomaly detection 
and predictive analytics, the government can become more proactive in stopping fraud. 
Notably, it references that some pilot efforts have shown big savingsgdit.com, implying 
scale-up is expected. 

Overall, Section 5 is about embedding AI everywhere it makes sense – effectively 
automating the bureaucracy – but doing so in a responsible way that preserves human 
accountability, prevents biased outcomes, and maintains public trust. These measures 
work hand-in-hand with the workforce reforms (to reassign or reskill the humans whose 
routine tasks will be taken over by AI) and the oversight and ethical rules in later sections. 
The combination should increase efficiency dramatically while safeguarding rights and 
security. 

Section 6. Workforce Restructuring, Voluntary Attrition, and Reskilling Programs. 

(a) Policy on Involuntary Separations.— All actions taken under this Act shall be carried out 
in a manner that avoids involuntary layoffs or terminations of federal employees. Nothing in 
this Act shall be construed to authorize or require an executive agency to separate an 
employee from federal service involuntarily solely due to the implementation of new 
technology, automation, or system consolidation. It is the sense of Congress that the 
federal workforce is an asset to be redeployed and upskilled rather than indiscriminately 
reduced. Agency heads shall make every reasonable effort to place affected employees in 
other positions or otherwise mitigate the impact of technological change on employment. 

(b) Use of Voluntary Attrition Measures.— To the extent that staff positions are rendered 
excess or redundant by modernization and AI implementation, agencies shall utilize 
voluntary attrition strategies to achieve any necessary workforce reductions: (1) Voluntary 
Separation Incentives: The head of each executive agency is authorized to offer voluntary 
separation incentive payments (buyouts) and voluntary early retirement incentives to 
employees in positions that are identified as no longer needed due to automation or 
process changes. These incentives shall be offered in accordance with 5 U.S.C. chapter 35 
(or other applicable authority) and OPM guidance, and targeted to maximize the opening of 
positions for reassignment or skill transitions. In order to avoid or minimize the need for 
involuntary separations due to a reduction in force or reorganization, the head of an agency 
may pay such incentives to employees who volunteer to separatecongress.gov (with 
approval from OPM as required by existing law). The amount of any buyout shall not exceed 
the limits set by law (currently up to $25,000 or as updated by statute). (2) Voluntary 
Retraining and Reassignment: Agencies shall first seek to reassign employees whose 
positions are affected to other vacant positions within the agency or elsewhere in the 



federal government that can make use of their experience or newly acquired skills. Priority 
consideration should be given to internal candidates for new roles created by the 
modernization (for example, if data analyst or AI oversight positions are needed, suitable 
current employees should be retrained and moved into those roles). The Office of 
Personnel Management (OPM) shall assist by facilitating inter-agency reassignments for 
surplus personnel, treating such employees as priority candidates for vacancies under the 
Career Transition Assistance Plan and Interagency Career Transition Assistance Plan, as 
applicable. (3) Natural Attrition: Agencies may also rely on natural attrition (not backfilling 
positions that become vacant) where appropriate. If certain functions are reduced or 
eliminated by technology, agencies should anticipate fewer hires in those areas going 
forward. Managers are encouraged to use tools like hiring freezes or slowed recruitment in 
overstaffed areas, paired with increased recruitment in areas of new need (such as IT and 
data science), to gently rebalance the workforce over time. 

(c) Retraining and Reskilling Programs.— The federal government shall provide robust 
training, education, and career development support to employees so that they can 
transition into new roles in a modernized, technology-enhanced work environment: (1) 
Agency Reskilling Plans: Within 180 days of enactment, each agency’s Chief Human 
Capital Officer (CHCO), in coordination with the agency’s CIO and other relevant officials, 
shall develop a Workforce Reskilling Plan that identifies the skills gaps likely to emerge as a 
result of IT modernization and AI implementation. The plan should list the types of new 
skills and roles the agency will need (e.g., AI system supervisors, data analysts, 
cybersecurity specialists) and the number of current employees who could be upskilled to 
fill those roles. It shall outline specific training programs or courses to provide to 
incumbent employees whose current duties are being automated or significantly changed.
 (2) Training Opportunities and Grants: Agencies are authorized to use funds from the 
Modernization Fund or other training appropriations to pay for employee training, 
education, and certification programs. This may include technical training in IT, coding, 
data science, cybersecurity, project management, etc., as well as tuition assistance for 
formal education relevant to agency needs. OPM shall coordinate a Government-wide 
Reskilling Initiative to provide resources and template curricula (drawing on programs like 
the U.S. Digital Corps or existing OPM reskilling toolkitsfederalnewsnetwork.com) that 
agencies can adopt. Federal employees whose positions are affected by this Act shall be 
given priority access to training programs. Training may be provided internally, through 
interagency programs, or via external institutions and online courses, as appropriate. (3) 
Paid Time for Training: Agency heads shall allow affected employees reasonable duty time 
to attend reskilling programs or training courses, recognizing this as an investment in the 
workforce. When feasible, employees should be reassigned to trainee or apprentice roles 



while they learn new skills, rather than kept in unneeded roles. Performance plans may be 
adjusted to reflect training goals for the period during transition. (4) Certification and 
Deployment: Upon completion of reskilling programs, agencies shall make every effort to 
place employees into positions where they can utilize their new skills (whether within their 
current agency or via OPM assistance to place them in another agency that has needs). 
Successful completion of certified training under this subsection shall qualify an employee 
for non-competitive consideration for positions in the new skill field in any executive 
agency, to the extent permitted by civil service laws and OPM regulations. (OPM is 
encouraged to use existing exchange programs or direct hire authority, as appropriate, to 
facilitate this movement.) 

(d) No Reduction in Compensation During Transition.— An employee who is moved to a 
new position or given new duties under this Act shall not suffer a reduction in their base 
pay as a result of the transition. If an employee’s new role would normally be at a lower 
grade or pay level than their previous position, the employee shall receive pay retention in 
accordance with 5 U.S.C. § 5363. Conversely, if the new role is a promotion, the employee 
shall receive the corresponding pay increase. The goal is to ensure that loyal career federal 
employees are not financially punished for the agency embracing new technology.  

(e) Involuntary Separation as Last Resort.— If, despite all measures above, an agency 
determines that a reduction in force (RIF) or involuntary separations may be necessary due 
to elimination of certain functions, the agency must (1) submit a report to Congress and the 
Council explaining why involuntary action is unavoidable and detailing all steps taken to 
avoid it, and (2) ensure all statutory RIF procedures and employee rights (such as 
placement on reemployment priority lists) are strictly followed. Any such separations shall 
be done with at least 60 days’ notice to affected employees (or the maximum notice period 
required by law, if longer) and shall entitle the employee to all career transition services 
available. This subsection is intended to underscore that layoffs are a last resort and 
should be exceedingly rare under this Act’s framework. 

(f) Reporting on Workforce Impacts.— The head of each executive agency shall include, in 
the annual report required by Section 10, a detailed discussion of the workforce impacts of 
modernization and AI implementation. This shall include data on: number of employees 
retrained, number of reassignments, number of voluntary separations (with incentives) 
executed, and any reductions in headcount by attrition. It shall also include success 
stories of employees transitioning to new roles or improvements in workforce skills, as well 
as any challenges faced in reskilling efforts. The Council and OPM will use this information 
to adjust policies or provide additional support as needed.  



Explanation: This section ensures that the federal workforce is treated humanely and 
proactively during the modernization transition. Part (a) sets the tone: the intent is no 
involuntary layoffs as a result of implementing this Act. Instead, agencies should find other 
ways to manage changes in workload. This is important for morale and fairness, and 
echoes language from past federal downsizing efforts that emphasized avoiding 
RIFscongress.gov. 

Part (b) lays out the primary tools: voluntary attrition measures. Agencies can offer buyouts 
(voluntary separation incentive payments) and early retirement to encourage those eligible 
or willing to leave to do so on their own accord, thus opening space to absorb others. This 
is exactly how the government handled workforce reductions in the 1990s — offering 
incentives to avoid forced layoffscongress.gov. The section also stresses reassigning 
employees to other jobs (or other agencies) wherever possible, and using normal attrition 
to slowly reduce headcount if needed. Essentially, as positions become obsolete, the goal 
is to either move the person to a different job that’s still needed or let them retire/leave 
voluntarily with incentives, rather than firing them. 

Part (c) establishes strong retraining (reskilling) programs. This is crucial because as AI 
takes over routine tasks, many employees can be taught new skills to do the higher-level 
work that remains or the new tech-centric jobs that emerge. Each agency must plan for 
what skills it will need and start training its people accordingly. The Act gives agencies 
authority (and funding, via the Modernization Fund or other sources) to pay for training 
courses, maybe partner with universities or online programs, etc. It also instructs OPM to 
coordinate a government-wide initiative, recognizing that many agencies will need similar 
training (for example, data analysis or cybersecurity), so centralized resources can be 
efficientfederalnewsnetwork.com. Employees impacted by these changes get priority in 
these programs, and they should be allowed to do some of this on work time since it 
directly benefits the government long-term. The text even allows that after training, those 
employees can potentially move to other agencies if that’s where the jobs are, with 
streamlined hiring – this flexibility helps ensure people can continue their careers in public 
service in a new capacity, rather than being left behind. 

Part (d) assures employees they won’t lose pay if their job changes. This is a standard 
protection (pay retention rules) but it’s reinforced here to quell fears that someone might 
get demoted just because their old work is gone. 

Part (e) says if worst comes to worst and an agency truly can’t avoid an involuntary RIF, it 
must justify it thoroughly and follow all protections. This again underscores that such an 
outcome is a last resort, after using every tool of attrition and retraining. The requirement to 



report to Congress adds a layer of accountability before any involuntary separations 
happen. 

Part (f) requires agencies to be transparent about what’s happening with their workforce 
each year. This reporting will show Congress and the oversight bodies how many people are 
shifting roles, how many took buyouts, etc. It will also highlight successes (for example, a 
story of a clerical worker retrained as a cybersecurity analyst) which can build support and 
share lessons. 

Overall, Section 6 is about “future-proofing” the federal workforce — treating employees 
fairly, tapping their potential through retraining, and avoiding the damaging approach of 
mass layoffs. This not only helps workers but also ensures the government retains 
knowledgeable personnel who can help implement the new systems. Such a balanced 
approach was emphasized by lawmakers like Congressman Connolly, who noted that 
modernization should not be achieved by “blindly taking a chainsaw” to the federal 
workforce, but with a deliberate, well-resourced planconnolly.house.gov. This section puts 
that philosophy into action. 

Section 7. Funding Mechanisms and Appropriations for Modernization. 

(a) Direct Appropriations for Modernization Initiatives.— There is authorized to be 
appropriated $___ for each of fiscal years 2026 through 2030 to carry out the purposes of 
this Act. These funds shall be in addition to existing agency IT budgets and shall be used 
specifically for activities mandated by this Act, including upgrades to systems, migration to 
the unified platform, development and deployment of AI solutions, workforce training and 
reskilling programs, and other implementation costs. Appropriations under this subsection 
may be made to the Federal Digital Transformation Modernization Fund established in (b) 
or directly to agencies via the annual budget process, provided that in either case the use 
of funds is subject to the oversight and conditions of this Act. Funds appropriated for these 
purposes shall remain available until expended (no-year funding), recognizing the multi-
year nature of IT modernization projects. 

(b) Establishment of Federal Digital Transformation Modernization Fund.— There is 
established in the Treasury of the United States a revolving fund to be known as the 
“Federal Digital Transformation Modernization Fund”(hereafter the “Modernization Fund” 
or “Fund”). (1) Administration: The Fund shall be administered by the Administrator of 
General Services, in consultation with the Director of OMB and under the oversight of the 
Federal Digital Transformation Council established in Section 8. Day-to-day operations of 
the Fund may be managed by an executive director and program management office within 
GSA’s Technology Transformation Services, or a similar office, to solicit, evaluate, and 



oversee funded projects. (2) Purpose: The Fund is available for technology modernization 
projects, platform integration efforts, and AI deployments across executive agencies that 
improve efficiency, cybersecurity, and service delivery. Projects financed by the Fund 
should have a defined scope, milestones, and an expected return on investment (through 
cost savings, cost avoidance, revenue enhancement, or significant performance 
improvements such as reduced processing times or error rates). (3) Credits to the Fund: 
The Fund shall be credited with: - (A) amounts appropriated to it by Congress (such as 
those authorized in subsection (a)); - (B) any repayments made by agencies under 
subsection (c) below; - (C) any funds transferred or gifted to the Fund from other sources 
(including other appropriations or contributions specifically provided for IT modernization, 
to the extent permitted by law). (4) Availability: Amounts in the Fund shall remain available 
until expended. No amount in the Fund shall be expended except for the purposes of this 
Act or as otherwise provided by law. (5) Initial Capitalization: Of the amounts authorized in 
subsection (a), at least $___ (a substantial portion of the total 5-year funding) shall be 
appropriated up-front in fiscal year 2026 as seed capital for the Fund, in order to jump-start 
high-impact modernization projects. (Congress will determine the specific funding levels; 
for illustration, an initial capitalization on the order of several billion dollars could be 
considered, given the scope of needed upgrades.) 

(c) Reimbursement and Repayment by Agencies.— Projects financed through the 
Modernization Fund shall generally be reimbursed by beneficiary agencies from savings or 
cost avoidances achieved, to ensure the Fund’s revolving nature and long-term 
sustainability. The terms of repayment are as follows: (1) Repayment Requirement: Except 
as provided in paragraph (2), an agency that receives funding from the Fund for a project 
shall repay the Fund an amount equal to the amount transferred (or expended on its behalf) 
for that project. Repayment shall typically be from any resulting savings in the agency’s 
discretionary budgets or from monetary benefits generated by the project. For example, if a 
modernized system saves an agency $10 million per year in maintenance costs or reduces 
improper payments by that amount, a portion of those savings should be used to repay the 
Fund. (2) Partial or Flexible Repayment: The Fund’s overseeing Board (see Section 8) may 
authorize a partial repayment or flexible terms for projects that are essential for security, 
mandate compliance, or public service but do not directly yield tangible savings. In 
general, however, projects are expected to repay at least 80% of the funds received, and 
ideally 100%, over a period not to exceed five years after project completion. The Board 
may require a higher repayment (up to 100%) for projects with clear financial returns, or 
allow a lower threshold (no less than 50%) for projects whose benefits are mostly non-
financial (e.g., a cybersecurity enhancement that prevents breaches but doesn’t “save 
money” per se). This approach aligns with the original intent of the TMF to revolve 



fundsconnolly.house.gov while recognizing some flexibility is needednextgov.com. (3) 
Repayment Terms: At the time of fund approval for a project, the Council/Board shall set 
forth the expected schedule of repayments. Repayments may begin one year after the 
project has launched or when savings begin to accrue, whichever is sooner, and can be 
amortized over several years but fully paid within five years (absent a waiver or extension 
granted by the Board for good cause). Agencies shall include these repayment amounts in 
their budget submissions and shall treat such amounts as obligations of their 
appropriations. The Treasury and OMB are authorized to implement automatic transfers 
from an agency’s accounts to the Fund to satisfy repayment requirements, upon 
notification by the Fund’s administrator and in accordance with apportionment of savings. 
(4) Retention of Savings: After an agency has repaid the required amount for a project, any 
additional savings realized beyond the repayment amount are retained by the agency. 
Agencies are encouraged to reinvest a portion of these additional savings into further 
modernization or workforce development efforts. Agencies may also, with OMB approval, 
contribute a portion of excess savings back to the Fund voluntarily to help finance other 
projects (particularly if their project’s success exceeded expectations). (5) Waivers: In rare 
cases, the OMB Director, with notification to Congress, may waive the repayment 
requirement for a specific project if it is determined that repayment would impair agency 
mission or if the project’s benefits, though substantial, cannot be monetized in any 
meaningful way. Such waivers are expected to be the exception, not the rule, and the 
rationale must be documented. Even in waiver cases, agencies should strive to find 
indirect savings to contribute. 

(d) Project Approval and Oversight (Modernization Fund).— The use of the Fund for specific 
agency projects shall be governed by a Technology Modernization Board (hereafter “the 
Board”), which is hereby established (or, if the existing Technology Modernization Fund 
Board under 40 U.S.C. § 11301 note is repurposed, that Board shall serve this function). (1) 
Composition of Board: The Board shall consist of not fewer than 7 members. Permanent 
members shall include the Federal Chief Information Officer (Chair of the Board), the 
Administrator of General Services (or designee), the Director of OMB (or Deputy Director for 
Management as designee), the Administrator of the United States Digital Service (USDS) (or 
designee), and the Director of the Cybersecurity and Infrastructure Security Agency (CISA) 
(or designee). Additional members shall be appointed by the President or his designee, and 
may include up to 4 federal employees with expertise in IT, cybersecurity, finance, or 
program management (for example, agency CIOs or CFOs on a rotating basis). The Board 
may also consult non-voting experts (including from the private sector or academia) for 
advice on proposals, particularly regarding AI and innovation, provided appropriate ethics 
guidelines are followed. (2) Evaluation of Proposals: Agencies seeking funding from the 



Fund must submit proposals to the Board. The proposals should include a description of 
the project, implementation plan, expected outcomes/benefits, timeline, and repayment 
plan. The Board shall evaluate proposals based on criteria such as: impact (magnitude of 
improvement or savings), cost-effectiveness, technical readiness, risk management, and 
alignment with the goals of this Act (e.g., moving to the unified platform, deploying AI, 
closing security gaps, eliminating waste). Proposals that involve inter-agency collaboration 
or shared services are encouraged. (3) Approval and Funding: The Board can approve 
projects for funding (in whole or part) by majority vote. Upon approval, the Fund (through 
GSA) will allocate the necessary monies to the agency (or incur obligations on its behalf). 
The Board shall prioritize projects with high government-wide value or urgent needs (such 
as replacing systems that pose security risks or that have extremely high maintenance 
costs). It shall also ensure a balanced portfolio, potentially reserving a portion of funds for 
small agencies or high-risk innovative projects that might not get funding otherwise. (4) 
Oversight and Progress: The Board, working with the Council, shall monitor the progress of 
funded projects. Agencies must report quarterly on project status, expenditures, and any 
deviations from plan. The Board can set conditions or gates (phases) for funding—e.g., only 
releasing the next tranche of funds upon successful completion of a milestone. If a project 
is failing or significantly behind, the Board may intervene by providing technical support, 
adjusting scope, or in extreme cases, suspending or canceling the project (and potentially 
reallocate remaining funds to other projects). (5) Transparency: The GSA Administrator 
shall maintain a public dashboard or website listing projects funded by the Modernization 
Fund, their objectives, funding amount, and status (to the extent that is permissible 
without revealing sensitive security information). This shall include information on 
repayments made back into the Fund. Congress and the public should be able to track how 
the money is being used and the results achieved, thereby ensuring accountability.  

(e) Agency IT Working Capital Funds.— In addition to the central Modernization Fund, each 
executive agency is authorized to establish an IT working capital fund (or repurpose an 
existing similar fund) for the purposes of this Act, consistent with 40 U.S.C. § 11301 (as 
amended by the Modernizing Government Technology Act). These agency-specific funds 
can retain appropriated dollars and realized savings for reinvestment in technology 
upgrades. Specifically: (1) An agency’s CIO, with concurrence of the CFO, may transfer 
unobligated balances from the agency’s IT budget into its IT modernization working capital 
fund for use in future modernization projects or to repay borrowed amounts. (2) Any cost 
savings or cost avoidances achieved by the agency under this Act (for instance, from 
shutting down a legacy system or reducing labor hours due to automation) may be credited 
to the agency’s IT fund, subject to OMB approval, to be used for additional modernization 
or cybersecurity enhancements. (3) Funds in an agency’s IT working capital fund shall 



remain available for expenditure until expended, and shall be used for incremental 
modernization initiatives that might be too small to seek Board approval but are 
nonetheless valuable (e.g., minor system upgrades, purchase of software licenses for AI 
tools, training software developers, etc.). (4) The existence of an agency’s own fund does 
not preclude it from seeking money from the central Fund for larger projects, but agencies 
are expected to demonstrate they are also self-funding improvements where possible. (5) 
OMB shall issue guidance on accounting and reporting for these funds to ensure 
transparency and to prevent misuse (for example, ensuring that savings credited are 
legitimate and linked to the intended purpose). 

(f) Funds for Reskilling and Workforce Programs.— Recognizing that workforce 
development is a critical component of this modernization effort, up to ___% of the 
amounts appropriated under subsection (a) each fiscal year (or a specific dollar amount, 
e.g., $100 million annually) shall be made available for workforce retraining and reskilling 
initiatives as described in Section 6. These funds may be allocated to OPM or to a 
dedicated account within the Modernization Fund for distribution to agencies specifically 
for paying training vendors, developing curriculum, offering tuition assistance, and other 
related costs. The Council, in consultation with OPM, shall set criteria for agencies to 
access these training funds (for instance, submitting a short plan on how many employees 
will be trained in what skills and the expected outcome). These amounts spent on training 
are exempt from the repayment requirement of subsection (c), as they are an investment in 
human capital rather than IT capital per se (however, the benefits of training are reflected in 
improved productivity and reduced need for separations). 

(g) Emergency Reserve.— The Modernization Fund may retain up to __% of its balance as a 
reserve for urgent unplanned needs that arise (such as a sudden critical system failure at 
an agency or an emergent security threat requiring immediate funding beyond what the 
agency has). The Board can deploy this reserve with streamlined approval in emergency 
situations, with subsequent notification to Congress of such actions.  

(h) Budgetary Treatment and Reporting.— For budgetary purposes, transfers from the Fund 
to agencies shall be treated as direct spending by the agencies for IT modernization, offset 
by the obligation of the agency to repay (creating a liability to the Fund). OMB shall 
prescribe the exact budgetary treatment to ensure clarity in agency budgets and to avoid 
scoring issues that might hinder use of the Fund. The President’s annual budget 
submission to Congress shall include a report on the activity of the Modernization Fund, 
including new allocations made, repayments received, projects in progress, and a 
description of savings achieved government-wide. This is to facilitate congressional 
oversight and future funding decisions. 



Explanation: This section establishes how the modernization initiative will be funded. It 
uses a dual approach: direct appropriations (money given outright for the program) and a 
revolving Modernization Fund (money that is loaned out and paid back from savings). This 
mirrors and expands upon the principles of the Technology Modernization Fund (TMF) 
created in 2017, which allowed agencies to kick-start IT projects and pay back with 
savingsconnolly.house.gov. 

Part (a) authorizes a stream of funding for the five-year period. The exact dollar amounts are 
left blank here (to be determined by Congress), but the idea is that significant new 
investment is required upfront to make these changes. The funds remain available until 
spent, acknowledging that multi-year projects can’t always fit neatly into one fiscal year. 
This ensures agencies have financial resources dedicated specifically to modernization 
and AI, on top of their normal budgets. 

Part (b) creates the Federal Digital Transformation Modernization Fund, essentially a 
treasury account that will hold the money and disburse it for approved projects. It’s 
structured as a revolving fund, meaning as agencies pay back in, the fund can support new 
projects – a sustainable model to continually upgrade technology. The Fund is 
administered by GSA with OMB oversight, similar to how the TMF works now. The Act 
explicitly allows the Fund to receive not just appropriations but also repayments and even 
other contributions, which could include, say, any philanthropic or intergovernmental 
transfers for IT (though the latter is rare). It calls for a strong initial capitalization – likely in 
the billions – because modernizing “all federal systems” is a huge endeavor. 

Part (c) lays down the repayment rules. It basically says agencies that get money from the 
Fund should pay it back from the savings their project generates. This ensures 
accountability and that the Fund can keep renewing itself. However, it wisely includes 
flexibility: not every good IT project directly saves money (some just prevent problems or 
improve service), so the Board can allow partial forgiveness or slower repayment in those 
casesnextgov.com. But in general, there’s an expectation of, say, 80% or more repayment. 
This approach encourages agencies to propose projects that have tangible benefits. Once 
an agency repays, they keep any further savings, giving them an incentive to find as many 
savings as possible. The language here is similar to how the TMF was intended to operate, 
aiming for full (or at least substantial) repaymentconnolly.house.gov. It also provides for 
formal scheduling of repayments and allows OMB to enforce them by moving money 
around if needed, so agencies can’t easily shirk on repayment. 

Part (d) sets up a governing Board for the Fund (which can be thought of as the TMF Board 
expanded or reauthorized). It lists who’s on it: the Federal CIO, GSA, OMB, etc., basically 
top tech and management officials, with possibly a few rotating agency reps. The Board’s 



job is to evaluate project proposals from agencies and decide which to fund, ensuring the 
money goes to the highest-impact projects. Criteria include things like return on 
investment, security improvements, alignment with the Act’s goals, etc. This is important 
because demand for modernization funding may exceed supply, so there needs to be a fair 
process to pick projects that yield the best bang for the buck or are most mission-critical. 
The Board also monitors projects to ensure they stay on track, similar to a venture capital 
board or a program management office oversight. The text emphasizes transparency by 
requiring a public dashboard of funded projects – this addresses one criticism of these 
funds that Congress and taxpayers want to see clearly where the money is going. 

Part (e) acknowledges that agencies can also have their own internal working capital funds 
for IT, which was something allowed by the MGT Act. This means if an agency saves some 
money by, say, shutting down a data center, they can keep that saved money in a special 
fund to reinvest in more IT improvements, rather than losing it at year-end. It encourages 
agencies to self-fund smaller upgrades and creates a virtuous cycle at the agency level too. 
This is complementary to the central Fund; big projects might go to the Board for funding, 
while smaller continuous improvements can be handled in-house using accumulated 
savings. 

Part (f) carves out money for the workforce training element. Upgrading tech isn’t enough if 
employees aren’t trained to use it or redeployed effectively. By dedicating a percentage or 
specific amount to reskilling, the Act ensures that a portion of the modernization budget 
explicitly goes to human capital (which might otherwise be overlooked in favor of pure tech 
spending). It suggests that OPM or the Council manage these training funds and dole them 
out to agencies based on need. Importantly, it says these training-focused expenditures are 
not expected to be repaid – which makes sense, as training doesn’t produce a direct 
monetary “savings” to repay, but is rather an enabling investment. 

Part (g) allows the Fund to keep a small reserve for emergencies – for example, if a critical 
system suddenly fails (imagine a major system crashes unexpectedly and needs 
immediate replacement), the Fund can act quickly to address it even if it wasn’t in the plan. 
This is a pragmatic addition because in IT, unforeseen issues do arise.  

Part (h) deals with technical budget issues, ensuring that the existence of this fund is 
handled clearly in budget submissions. It asks for a report in the President’s budget each 
year on the fund’s activities, which means Congress will get a summary annually. That 
helps in oversight and in deciding future funding (they can see how well projects are doing, 
how much has been repaid, etc.). 



In summary, Section 7 creates a financing structure for the 5-year plan that mixes up-front 
investment with a revolving loan model. This approach tries to address a perennial 
challenge: agencies often can’t modernize because all their funds are tied up keeping old 
systems runningforbes.com. By giving them an infusion (through the Fund) that they pay 
back later once the old system is turned off, it breaks that cycle. The section also reflects 
lessons learned from the TMF’s initial implementation – ensuring full repayment for 
sustainabilitymeritalk.comnextgov.com, providing oversight for project selection, and 
emphasizing that cutting-edge projects need stable funding rather than ad-hoc year-by-
year appropriationsconnolly.house.gov. All together, this should enable the ambitious 
modernization goals to be financed responsibly, while also giving Congress confidence that 
funds will be used effectively and not wasted. 

Section 8. Oversight, Governance, and Implementation Management. 

(a) Federal Digital Transformation Council.— There is established a government-wide body 
to oversee and coordinate the implementation of this Act, known as the Federal Digital 
Transformation Council (the “Council”). The Council shall serve as the central oversight 
and governance structure for the modernization program. (1) Composition: The Council 
shall be chaired by the Federal Chief Information Officer (Federal CIO) (Administrator of the 
Office of Electronic Government at OMB). Its members shall include: the Administrator of 
General Services (GSA); the Director of the Office of Personnel Management (OPM); the 
Administrator of the Office of Federal Procurement Policy (OFPP); the Chief Information 
Officer of the Department of Homeland Security (DHS) (to represent cybersecurity 
interests, or alternatively the National Cyber Director or CISA Director); the Controller of 
the Office of Management and Budget (to represent financial management and 
performance); and at least four representatives from executive agencies’ leadership (for 
instance, two Chief Information Officers and two Chief Operating Officers from large and 
mid-sized agencies, appointed by the OMB Director to rotating two-year terms). The OMB 
Deputy Director for Management may designate additional officials such as the Federal 
Chief Technology Officer or the Administrator of the United States Digital Service to 
participate as members or advisors. One member shall be designated Vice Chair (for 
example, the GSA Administrator could serve this role) to lead in the Chair’s absence. (2) 
Meetings: The Council shall meet at least monthly for the first two years following 
enactment, and at least quarterly thereafter (or more frequently as needed) to ensure 
sustained momentum. Its working groups or subcommittees may meet more often on 
specific topics (e.g., a subcommittee on AI implementation, one on workforce, one on 
cybersecurity, etc.). (3) Decision-Making: The Council is principally an oversight and 
coordinating body; it may make decisions by consensus or majority vote among members 
for recommendations, guidance, and approval of key documents (such as the government-



wide plans required by this Act). On matters related to funding allocations from the 
Modernization Fund, the Council will defer to the formal Board established under Section 
7(d), although the membership overlaps and the Council Chair (Federal CIO) also chairs 
the Fund Board – ensuring alignment. The Council’s decisions and guidance shall be 
binding on executive agencies to the extent of OMB’s statutory authorities (for example, 
OMB can issue directives under 44 U.S.C. § 3504 and § 3602). In practice, agencies are 
expected to comply with Council directives as they would with OMB Circulars or memos. 

(b) Duties of the Council.— The Council shall be responsible for strategic leadership and 
oversight of the modernization initiative, including: (1) Coordinating Implementation: 
Synchronizing the efforts of all executive agencies, ensuring that the modernization, AI 
deployment, and workforce adjustments proceed in a cohesive, government-wide manner 
rather than isolated silos. The Council will review agency-specific modernization and AI 
plans (as required by Sections 4 and 5) and either approve them or recommend changes 
for consistency with the overall strategy. (2) Developing Standards and Policies: Issuing 
policies, guidelines, and technical standards to support the objectives of this Act. This 
includes publishing the Government-wide AI Adoption Plan (Section 5(a)), establishing 
technical standards for the unified platform (Section 4(c)(1)), issuing guidance on data 
sharing and privacy protections (Section 9), and best practices for workforce reskilling 
(Section 6). These policies may be promulgated via OMB memoranda, circulars, or 
guidance documents, and shall be considered binding policy for agencies. (3) 
Benchmarking and Milestones: Establishing implementation benchmarks and 
performance metrics to track progress. The Council shall define key milestones for each 
year of the five-year plan. For example, targets could include: “By end of Year 1, all 
agencies have completed inventories and plans; 10 priority legacy systems government-
wide are retired; 5 pilot AI projects launched” – “By end of Year 3, at least 50% of agencies’ 
systems have been modernized or migrated; at least 25 common services available on the 
unified platform; AI handling 30% of certain transactions” – “By end of Year 5, goal of 100% 
of targeted systems modernized; unified platform fully operational across all agencies; 
measurable reduction in waste/fraud by X%; workforce reskilled accordingly.” The Council 
will use these benchmarks to drive accountability, and agencies will be expected to meet 
or exceed them. (4) Oversight of Funding Use: Working closely with the Technology 
Modernization Board (Section 7(d)), the Council will oversee how funds are being utilized, 
ensure that projects stay aligned with the broader goals, and resolve any conflicts or 
overlaps between agency projects. Essentially, while the Board handles individual project 
vetting, the Council keeps the big picture and can recommend funding priorities (e.g., 
urging more proposals in a certain area if it’s lagging). (5) Issue Resolution: Serving as the 
escalation point for inter-agency issues or challenges that arise. If one agency’s delays or 



policies are hindering another (for example, data sharing disputes or scheduling conflicts), 
the Council can convene the parties and broker solutions. The Council can also address 
agency non-compliance – if an agency is falling behind or not following guidelines, the 
Council (via OMB) can apply pressure or seek assistance (including reporting to the 
President or Congress if necessary). (6) Advisory Role and Expertise: Drawing on the 
collective expertise of its members to advise agencies and share knowledge. The Council 
will facilitate the exchange of best practices (e.g., one agency’s successful AI project can 
be presented to others as a model). It can commission studies or pilot programs (for 
instance, asking NIST to evaluate certain AI tools or cybersecurity measures across 
agencies). The Council could engage with external advisory panels or industry experts for 
input on technology trends, within legal boundaries. 

(c) Public-Private and Intergovernmental Engagement.— The Council shall engage with 
external stakeholders to inform and support the modernization effort. This may include: (1) 
Industry Consultation: Periodically holding industry days or issuing requests for 
information (RFIs) to get input from private sector innovators on available technologies, 
secure cloud solutions, AI tools, etc. The goal is to ensure the government is aware of 
cutting-edge solutions and best practices from the tech industry (while avoiding vendor 
lock-in or unfair competitive advantage in procurements). (2) Academic and Nonprofit 
Expertise: Coordinating with academic institutions, research organizations, and nonprofits 
with expertise in public sector modernization, AI ethics, cybersecurity, and change 
management. For example, the Council might form a Digital Government Advisory 
Committee of outside experts to provide non-binding recommendations, or partner with 
organizations like the National Academy of Public Administration or universities on 
assessing progress. (3) State and Local Coordination: Sharing lessons and tools with state 
and local governments and learning from their innovations. (While the Act is federal in 
scope, many states have undertaken similar IT modernization or AI projects. Coordination 
can multiply the benefits and avoid reinventing solutions.) The Council may invite 
representatives from the National Association of State CIOs or others to exchange 
information on technology standards or interoperability (particularly where federal-state 
systems interface for benefits, health records, etc.). 

(d) Reporting and Accountability.— Oversight mechanisms will ensure Congress and the 
public can track the initiative’s performance: (1) Annual Reports to Congress: The Council 
shall submit an annual comprehensive report to Congress each year for five years, starting 
one year after enactment. This report will detail the progress made under this Act, 
including: progress against the benchmarks, a summary of systems modernized and AI 
capabilities deployed in each agency, funds expended (by agency and project) and funds 
repaid to the Modernization Fund, quantifiable benefits achieved (such as cost savings, 



reduction in processing times, error rates, reduction in improper paymentscrfb.org, etc.), 
and workforce impacts (as described in Section 6(f)). The report shall also identify any 
significant challenges or risks encountered and plans to address them in the coming year. 
This report will be prepared in an unclassified form and made public, with a classified 
annex if necessary only for any cybersecurity-sensitive details. (2) GAO Reviews: The 
Government Accountability Office (GAO) is directed to perform an independent evaluation 
of the implementation of this Act at least twice during the five-year span (for example, at 
the two-year mark and the five-year mark). GAO shall review whether agencies are meeting 
their milestones, whether the Council and Fund are operating effectively, and whether 
anticipated savings and benefits are being realized. GAO’s reports shall be delivered to 
Congress and shall include any recommendations for improvement. Agencies and the 
Council must cooperate fully with GAO inquiries. (3) Inspector General Oversight: The 
Inspector General of each agency shall include in their audit or review plans some focus on 
their agency’s modernization efforts, to watch for waste, fraud, or abuse in the execution of 
this Act. This could involve auditing contracts for major IT upgrades, ensuring data 
migration is done correctly and securely, or evaluating whether claimed cost savings are 
realized. The Council will work with the IG community (perhaps via the Council of the 
Inspectors General on Integrity and Efficiency, CIGIE) to share information on common 
risks in modernization projects and to ensure effective oversight without hindering 
progress. (4) Congressional Notifications: The Director of OMB (on behalf of the Council) 
shall notify the relevant congressional committees (such as committees on Oversight, 
Homeland Security (for cybersecurity), Appropriations, and any others with jurisdiction) if 
any major deviation from the plan occurs. For example, if an agency significantly misses a 
milestone, or if funds need reprogramming, or if a major privacy or security issue arises in 
implementation – Congress should be kept informed in a timely manner, rather than just in 
the annual report. 

(e) Sunset or Transition at Completion of Five-Year Term.— At the end of the five-year period 
following enactment, the Council shall evaluate the need for its continuation or transition 
of responsibilities. If the objectives of this Act have been substantially achieved, the 
Council may recommend a transition to a steady-state governance model (for instance, 
handing ongoing duties to an existing council like the Federal CIO Council and OMB). If 
significant work remains, the Council can recommend to Congress an extension of its 
mandate or additional legislative actions. The Modernization Fund, being revolving, may 
continue to operate beyond the five-year term (particularly to manage outstanding 
repayments and potentially fund further projects), subject to reauthorization. The sunset of 
specific provisions or bodies in this Act shall not relieve agencies of the requirement to 



maintain the systems and practices established (i.e., agencies must continue to keep their 
IT modern and secure and their workforce skilled, as part of normal operations).  

Explanation: Section 8 establishes the governance and oversight framework via the Federal 
Digital Transformation Council. This is essentially a high-level interagency steering 
committee with the power to keep the modernization effort on track. It institutionalizes the 
collaboration needed among OMB, GSA, OPM, and individual agencies. The composition 
ensures key stakeholders (technology, management, HR, procurement, security) are at the 
table. This Council approach builds on structures like the President’s Management Council 
or the CIO Council, but with a specific focus and some teeth (through OMB’s authority) to 
enforce the modernization plan. 

Part (a) spells out the Council’s makeup and how it operates. Notably, it puts the Federal 
CIO (an OMB official) in charge, which is appropriate since OMB has statutory 
responsibility for federal IT management and can issue directives agencies must follow. 
Including GSA, OPM, etc., ensures those agencies can align their policies (for example, 
OPM adjusting HR policies to help with reskilling, GSA handling procurement vehicles, 
etc.). The inclusion of rotating agency representatives ensures agency perspectives are 
heard and that it’s not just top-down. This section formalizes meeting frequency and that 
the Council’s guidance is binding like OMB guidance. 

Part (b) lays out the duties of the Council: essentially planning, coordinating, setting 
standards, tracking progress (benchmarks), and overseeing funds in conjunction with the 
TMF Board. It ensures someone is watching the overall schedule of the five-year plan – e.g., 
making sure agencies hit their marks and that by each year certain goals are met. By 
explicitly stating possible benchmarks (like 50% systems modernized by year 3, etc.), it 
indicates that measurable goals will be set. That keeps agencies accountable and allows 
oversight bodies to check progress. The Council’s role in issue resolution is important: if an 
agency is lagging or there’s a conflict (like data sharing issues), the Council can step in to 
mediate or direct a solution (with OMB’s backing). 

Part (c) is about reaching outside the federal bubble for ideas and cooperation. This 
acknowledges that industry and academia have a lot to offer in terms of knowledge. The 
Council can consult with tech companies (carefully, to not violate procurement rules) and 
with think tanks or universities who study digital government. It can also coordinate with 
states – for example, some states might have good AI systems for detecting fraud in 
benefits that the federal agencies could learn from, and vice versa. This kind of 
engagement can prevent the federal government from reinventing wheels or missing out on 
innovation, and it also fosters transparency and trust (showing that the government is 
seeking broad input). 



Part (d) details reporting and accountability mechanisms. Annual reports to Congress 
ensure legislators can oversee progress and results, which is critical given they are funding 
this. GAO reviews add an independent check – GAO has done many reports on IT 
acquisitions and can verify claims and recommend course corrections. The mention of 
GAO aligns with usual practice (GAO often monitors large initiatives). IG oversight is also 
included, to catch any internal issues (like if a contract is being mismanaged or if an agency 
is misreporting savings). Together these create a multi-layer oversight: internal (Council’s 
own tracking), external independent (GAO, IGs), and legislative (reports to Congress).  

Part (e) contemplates what happens after five years. It’s essentially a sunset/transition 
clause. It recognizes that after the big push, either the job is done (and governance can 
revert to normal structures) or more work might be needed (maybe a Phase II of 
modernization, etc.). This ensures there’s a deliberate consideration at the end of the plan 
about how to proceed, rather than the Council just dissolving abruptly or lingering without 
clarity. Importantly, it notes the Modernization Fund can keep going (as a revolving fund, it 
makes sense to keep it beyond 5 years as long as it’s useful). And it clarifies that just 
because the Act’s timeframe ends, agencies still are expected to maintain modern systems 
and practices as ongoing responsibilities. 

Overall, Section 8 is about strong oversight and interagency governance. Given the scope – 
all agencies transforming how they operate – such coordination is absolutely needed. 
Without it, each agency might drift or interpret goals differently. The Council provides a 
formal mechanism to keep everyone aligned, share successes, and apply peer pressure if 
needed to laggards. It also provides a central source of truth and reporting for the 
initiative’s status. This governance model will help prevent failures that have happened in 
past large federal tech initiatives by ensuring continuous management attention and 
accountability. In essence, it creates a management infrastructure to execute the law 
effectively. 

Section 9. Privacy, Security, and Ethical Use of Artificial Intelligence. 

(a) Privacy Protection and Data Security.— All activities under this Act shall be conducted 
in full compliance with federal privacy laws and policies to ensure that individual privacy is 
protected as systems become more unified and data more accessible across agencies: (1) 
Privacy Act and Confidentiality Laws: Agencies must adhere to the Privacy Act of 1974 (5 
U.S.C. § 552a) and any other applicable confidentiality statutes (such as the Health 
Insurance Portability and Accountability Act for health data, tax information confidentiality 
under 26 U.S.C. § 6103, etc.) when sharing or consolidating data as part of the unified 
platform. Nothing in this Act permits disclosure of information to another agency or to the 
public that is not otherwise permitted by law. However, where laws allow data sharing for 



purposes of improving government operations or reducing fraud, agencies are encouraged 
and expected to utilize those authorities in conjunction with the unified platform’s 
capabilities, with appropriate safeguards. (2) Privacy Impact Assessments: For each new 
system or significant update to an existing system under this Act, agencies shall conduct a 
Privacy Impact Assessment (PIA) as required by the E-Government Act of 2002 and OMB 
guidance. These PIAs will analyze how personal data is collected, stored, used, and shared 
in the modernized environment, and what measures are in place to mitigate privacy risks 
(such as data minimization, encryption, de-identification where possible, and access 
controls). The Council, through the Federal CIO and in consultation with agency Chief 
Privacy Officers, shall issue streamlined PIA guidance tailored to AI and large-scale data 
integration projects, ensuring consistent consideration of privacy across agencies. (3) 
Data Governance and Access Controls: In building the unified platform, agencies (with 
guidance from the Council) shall implement robust role-based access controls and data 
segmentation so that only authorized personnel or systems can access sensitive 
information, and only for authorized purposes. Unified access does not mean 
indiscriminate access: for example, an analyst at Agency A should not automatically see 
personally identifiable information from Agency B unless there is a defined need and legal 
authority. All cross-agency data accesses should be logged and auditable. Agencies shall 
update or establish Data Use Agreements as needed for sharing data through the platform, 
clearly specifying allowed uses and privacy requirements. (4) Consent and Transparency 
to the Public: If any new types of personal information collection or inter-agency data use 
are implemented under this Act that materially change how citizen data is handled, 
agencies must update their Privacy Act System of Records Notices (SORNs) accordingly 
and, where required, provide notice and an opportunity to comment in the Federal Register. 
Additionally, agencies and the Council shall maintain clear public-facing descriptions of 
how AI is used in decision processes (as per Section 5(c)(4) transparency requirements) 
and how personal information may be used to improve government services or detect 
fraud. Citizens should be able to understand, in plain language, what data about them 
might be shared between agencies and for what purposes (e.g., “information you provide to 
Agency X may be securely shared with Agency Y to streamline your services and prevent 
improper payments”). (5) Data Minimization and Retention: Agencies shall collect and 
retain only the data necessary for the functions being automated or integrated. Modernized 
systems should incorporate data minimization principles (not hoarding extra personal data 
“just because” technology makes it easy) and enforce retention schedules so that data is 
not kept longer than allowed or needed. Legacy systems being retired should have their 
data either properly migrated (if still needed) or archived/deleted in compliance with 
records retention laws and privacy requirements. 



(b) Cybersecurity and System Integrity.— Ensuring the security of the unified platform and 
AI systems is paramount to protect against threats and maintain public trust: (1) FISMA 
Compliance and Zero Trust: All agencies and systems under this Act shall comply with the 
Federal Information Security Modernization Act (FISMA) and related guidelines. In 
particular, agencies shall implement a Zero Trust Architecture for the unified platform, 
consistent with the cybersecurity executive orders and OMB memoranda (such as OMB M-
22-09). This means continuous verification of user identity, device posture, and network 
conditions for anyone accessing resources, as opposed to relying on a single network 
perimeter defense. The platform should be designed such that a breach of one component 
does not easily allow lateral movement to others (strong internal segmentation). (2) 
Security by Design: Security considerations must be integrated at every phase of 
modernization. When developing or acquiring new systems or AI, agencies shall follow 
secure coding practices, conduct threat modeling, and undergo independent security 
testing (including penetration testing) before deployment. Any cloud service utilized must 
meet FedRAMP High or Moderate (as appropriate) security authorization. Critical systems 
will be designated as High Value Assets (HVAs) and get extra scrutiny under DHS/CISA 
programs. The Council’s oversight shall include periodic security reviews to ensure 
agencies are adequately safeguarding data and systems. (3) Continuous Monitoring and 
Incident Response: Agencies must employ continuous diagnostics and mitigation (CDM) 
tools on the unified platform to monitor for vulnerabilities and anomalies in real time. If any 
security incident or data breach occurs on a system modernized under this Act, the 
responsible agency must report it immediately to DHS/CISA and OMB per FISMA 
requirements, and take rapid action to contain and remediate. The interconnected nature 
of the unified platform means agencies have a shared responsibility: an incident in one 
agency’s module must be isolated and communicated to prevent spread. The Council (with 
DHS/CISA input) will develop an integrated incident response plan addressing cross-
agency cyber incidents on the platform. Regular drills or simulations of major cyber events 
should be conducted to ensure readiness. (4) Supply Chain Risk Management: Agencies 
shall enforce stringent supply chain security for all software and hardware procured in this 
effort, in line with the Federal Acquisition Security Council (FASC) guidelines and related 
executive orders. This includes requiring software providers to comply with secure 
development practices (as per NIST guidelines), obtaining a Software Bill of Materials 
(SBOM) for critical software, and vetting vendors for foreign ownership or control risks 
when relevant. Open-source software used in development must be assessed for 
community support and potential vulnerabilities. (5) Encryption and Confidentiality: All 
sensitive data within the unified platform or used by AI systems must be encrypted at rest 
and in transit using federal standards (FIPS 140-2/3 validated cryptography). Access to 
encryption keys must be tightly controlled. Wherever feasible, techniques like tokenization 



or format-preserving encryption should be used so that even if databases are accessed 
improperly, the data remains unreadable. For AI algorithms that process sensitive data, 
consider using privacy-preserving machine learning techniques (such as differential 
privacy or federated learning) when applicable to minimize exposure of raw data. (6) 
Independent Security Assessments: The Council shall arrange for periodic independent 
assessments of the security of the unified platform and AI implementations (for example, 
by DHS’s Cybersecurity and Infrastructure Security Agency, or third-party auditors under 
CIGIE). The results of these assessments and any recommendations must be reported to 
the Council and relevant agency CIOs/CISOs, and significant issues must be included in 
the annual report to Congress (with appropriate classification if necessary). The goal is to 
ensure an objective check that, in the push for modernization, security is not lagging. 

(c) Ethical Use of AI and Prevention of Bias.— The deployment of AI across federal agencies 
must uphold ethical standards, avoid unlawful discrimination, and ensure accountability: 
(1) Adherence to AI Ethical Principles: Agencies shall follow principles for trustworthy AI, 
such as those outlined in the Executive Order 13960 (Promoting the Use of Trustworthy AI in 
the Federal Government) and the AI Bill of Rights (Blueprint) released by the White 
Housebidenwhitehouse.archives.gov, as well as any OMB or OSTP guidance on AI ethics. 
These principles include: transparency (AI decisions should be explainable to the extent 
possible and users should be informed of AI use), accountability (agencies are 
accountable for AI actions and outcomes as if they were human decisions), fairness (AI 
should be designed and monitored to avoid bias against protected classes), reliability (AI 
should function as intended and be robust against errors), and safety and security (AI 
should not present unreasonable risks). (2) Algorithmic Impact Assessments: Prior to 
deploying any AI system that will have significant impact on individuals or the public (for 
example, deciding whether someone receives a benefit, is subject to additional scrutiny, or 
any other rights-affecting decision), the agency shall conduct an Algorithmic Impact 
Assessment (AIA). This assessment, in line with emerging best 
practicesbidenwhitehouse.archives.gov, will evaluate the system for potential bias, 
disparate impact, or other risks. It will include testing the AI on historical or simulated data 
to check for differential performance across groups (e.g., to see if an AI in a loan program 
might inadvertently favor or disfavor a demographic group). The AIA should also examine 
the explainability of the model’s decisions and the plans for human oversight. Results of 
AIAs (non-sensitive portions) should be made public or at least shared with the Council 
and civil rights offices. (3) Civil Rights and AI Oversight: Each agency’s Office of Civil Rights 
or equivalent enforcement unit shall be involved in reviewing plans for AI deployment to 
ensure compliance with anti-discrimination laws (such as Title VI, Title VII, ADA, etc., as 
applicable). The Council shall work with the Department of Justice and Equal Employment 



Opportunity Commission as needed to issue guidance on how agencies can test for and 
mitigate bias in AI, and how to handle complaints or issues that arise. The Act may not 
explicitly mandate a new office in each agency for algorithmic oversight, but agencies 
should leverage existing civil rights and privacy officers to cover AI impacts (consistent with 
proposals to strengthen civil rights oversight of 
AImarkey.senate.govsummerlee.house.gov). (4) Human in the Loop and Appeals: For AI 
systems that make determinations affecting individuals, agencies must implement a 
“human in the loop” where appropriate or at least a mechanism for individuals to seek 
recourse. For example, if an AI denies an application or flags someone as potentially 
fraudulent, the individual should be notified and given an opportunity to correct 
information or request a human review of the decision. No individual shall be deprived of a 
significant benefit or subjected to an adverse action solely based on the output of an 
algorithm without the chance for human intervention. This ensures due process and builds 
trust that AI is a tool for efficiency, not an unchallengeable judge. (5) Transparency to the 
Public: In addition to the notice requirements in Section 5 for specific interactions, the 
Council shall maintain a public catalog of the AI systems in use across agencies (to the 
extent unclassified and not sensitive for security). For each, it should describe the system’s 
purpose, the type of data it uses, and measures in place to govern it. This catalog improves 
transparency and allows public scrutiny. It may be similar to how some cities have AI 
registers. The Council should also publish summary results of algorithmic impact 
assessments or bias audits, to demonstrate that models have been vetted for fairness 
(again, without revealing sensitive details that could enable gaming the system or 
compromising intellectual property). (6) Continuous Evaluation and Improvement: 
Agencies shall continuously monitor AI outcomes for signs of bias or unintended 
consequences even after deployment. AI models can drift or behave unexpectedly when 
fed new data over time. Agencies should collect outcome data (e.g., demographics of 
those approved/denied by an AI, error rates, complaints) and periodically analyze it. If 
problems are found (say, an AI decision process results in significantly different approval 
rates for two groups without a justified cause), the agency must pause and adjust the 
system. The Council’s AI subcommittee can help by facilitating peer reviews or bringing in 
experts to help tweak algorithms. The goal is not only to avoid harm but to ensure AI 
improves equity by applying rules consistently and flagging human biases (for instance, 
some studies find AI can actually reduce bias in certain decisions if properly designed and 
overseen, by focusing on data rather than subjective judgment). (7) Ethics Training: 
Agencies shall provide training to their employees (especially managers and those 
implementing AI) on the ethical use of AI and data. This includes topics like understanding 
algorithmic bias, how to interpret AI outputs with appropriate skepticism, and how to 
address concerns from the public. An aware workforce is a defense against blindly trusting 



AI or misusing it. OPM and the Council should develop or identify suitable training 
modules, possibly with input from academic experts in AI ethics. 

(d) OMB Guidance and Rulemaking Authority.— The Director of OMB, in consultation with 
the Council and relevant agencies (including DHS for security, and DOJ for civil rights), is 
authorized and directed to issue such memoranda, guidance, or regulations as necessary 
to implement the provisions of this section. This may include updating the OMB Circular A-
130 (for IT security and privacy), issuing new guidance on AI risk management aligning with 
NIST’s AI Risk Management Framework, and instructing agencies on reporting 
requirements for privacy and AI performance. Any formal rules affecting the public (e.g., 
changes to Privacy Act regulations or program rules to allow AI adjudication with human 
review) should go through the normal Administrative Procedure Act notice-and-comment 
process. 

Explanation: Section 9 is all about the safeguards – making sure that as the government 
modernizes and automates, it does so in a way that protects privacy, secures data, and 
uses AI ethically. These are critical concerns; without addressing them, a unified platform 
could raise fears of government surveillance or data breaches, and heavy AI use could lead 
to unfair or inscrutable decisions. This section builds in protections to preempt those 
issues. 

Part (a) focuses on privacy. It reaffirms that existing privacy laws still apply – for example, 
just because data is easier to share doesn’t mean it’s suddenly open season to misuse it. It 
requires privacy impact assessments for new systems, ensuring each step considers 
personal data implications. It also emphasizes data access controls in the unified 
platform, so data sharing is purposeful and logged (the Trump-era EO about eliminating 
silosniskanencenter.org intended to break down barriers, but this clarifies it must be done 
responsibly). There’s attention to transparency: updating System of Records Notices and 
telling citizens what’s happening with their data – this is essential for trust. Minimization 
and retention policies are included to avoid the “big brother database” scenario; agencies 
shouldn’t gather or keep more personal data than needed. 

Part (b) covers cybersecurity. This basically mandates that modernization doesn’t 
compromise security; in fact it should enhance it (since many legacy systems are 
insecure). It references the Zero Trust strategy (which is current federal policy via EO 14028 
from 2021) – meaning assume no implicit trust and verify everything. It calls for security by 
design – building systems with security in mind from the start, not bolting it on later. It 
ensures continuous monitoring and outlines how incidents must be handled in a unified 
environment (which is important because if agencies are more interconnected, a breach in 
one could potentially affect others unless properly segmented and responded to). The 



supply chain part is timely too, given concerns about foreign components and 
compromised software (like the SolarWinds incident). Encryption of data and independent 
security assessments add layers of defense and assurance. Overall, it’s ensuring that this 
modernization doesn’t inadvertently create new vulnerabilities; rather it should reduce 
them by applying the latest security best practices government-wide. 

Part (c) addresses AI ethics and bias. This is crucial because automating government 
decisions can have real impacts on people’s lives and we must avoid encoding bias or 
violating rights. The section calls out known frameworks like the AI Bill of Rights 
blueprintbidenwhitehouse.archives.gov and EO 13960 for trustworthy AI to align with 
what’s already been laid out. It requires Algorithmic Impact Assessments for impactful AI 
systems, which is essentially a process to check for bias and risk before deployment (a 
concept in line with some legislative proposals and OSTP recommendations). It also 
involves agencies’ civil rights officials, meaning it’s not left solely to IT people to judge 
fairness – those who understand civil rights law must weigh in, which is important to catch 
issues (for example, if a creditworthiness AI inadvertently proxies for race, civil rights 
experts would flag that). 

The “human in the loop” requirement ensures no one is at the mercy of an unreviewable AI 
decision. There’s always a way to appeal or get a human to double-check, which is 
fundamental for due process and addresses a common public concern (“what if the 
computer says no wrongly?” – there will be a recourse). Transparency measures like a 
public AI system catalog and making AIAs public where possible are about building public 
trust and allowing outside scrutiny (e.g., researchers could look at the descriptions and say 
“hey, maybe this could be biased, let’s engage”). The continuous evaluation acknowledges 
that AI isn’t set-and-forget – it needs ongoing monitoring for bias because data or usage 
can change over time. This dynamic oversight loops back to the Council’s role too (they 
might oversee periodic reviews or updates to guidelines as needed). Finally, training 
employees on AI ethics ensures that those implementing and using AI understand its 
limitations and responsibilities – technology is only as good as the people wielding it. 

Together, these provisions in Section 9 aim to preemptively address the major risks that 
come with modernization: loss of privacy, security breaches, and AI misuse. The approach 
aligns with many recommendations from experts: for example, requiring algorithmic 
accountability and bias testing is something think tanks and academia have strongly 
suggested for government AI usagesites.mit.eduexecutivegov.com. By embedding these 
requirements in law, it forces agencies to bake in these values from the start, rather than 
treating them as afterthoughts. 



This section also likely reassures stakeholders (like privacy advocates, federal employee 
unions concerned about surveillance, or civil rights groups) that the modernization effort 
will not trample rights. It shows Congress is aware of these issues and mandating strong 
protections. 

Section 10. Implementation Timeline, Effective Date, and General Provisions.  

(a) Five-Year Implementation Timeline.— The provisions of this Act shall be carried out 
according to the following general timeline, subject to more detailed benchmarks set by 
the Council: 

* Effective Date: Except as otherwise provided, this Act and all authorizations herein take 
effect upon enactment. The establishment of the Council and Fund shall occur 
immediately, and initial appointments to the Council and Board shall be made within 60 
days of enactment. 

* By 6 Months: Council fully operational; Government-wide IT Modernization Plan and AI 
Adoption Plan published (Sections 4 and 5 initial requirements); agencies submitted initial 
IT inventories and workforce reskilling plans (Sections 4(b) and 6(c)); first set of quick-win 
modernization projects approved for funding. 

* By 12 Months (Year 1): All agency-specific modernization and AI implementation plans 
approved (Section 5(b)); baseline metrics established; at least 5 pilot AI projects deployed 
across different agencies; initial progress report to Congress (Section 8(d)). Workforce 
incentive programs (buyouts, reassignments) initiated where needed. 

* Years 2-4: Ongoing migration of systems and scaling of AI. Major legacy systems retired 
incrementally each year. Annual reports to Congress each year detailing milestone 
achievements. By end of Year 3, a significant portion (e.g., 50% or more) of targeted 
systems should be modernized or decommissioned, and major common services on 
unified platform available. Mid-course GAO review around Year 2 to inform any 
adjustments. Agencies should show measurable improvements (reduced costs, faster 
service delivery, reduction in improper payments etc.). 

* By 5 Years (Completion): Virtually all legacy systems identified for modernization should 
be either turned off or in final stages of transition. The Unified Digital Platform is in full use 
across all executive agencies for day-to-day operations. AI is routinely handling a large 
share of appropriate tasks, with humans focusing on higher-level work. The federal 
workforce has been right-sized mainly through attrition and is largely reskilled to oversee 
and complement the new digital operations. Waste, fraud, and abuse metrics show 
significant reductions (for instance, improper payment rates lowered 
demonstrablynextgov.com). Final comprehensive report submitted to Congress evaluating 



the outcomes against initial goals, including ROI on funding. The Council makes 
recommendations on whether further legislative action is needed or if operations can 
normalize under existing agency authorities. 

This timeline is a guide; the Council may adjust specific targets as necessary, but shall 
strive to meet the intent of a completed transformation within five years of enactment. 

(b) Rule of Construction.— Nothing in this Act shall be construed to: (1) Supersede 
Existing Laws: Authorize any action that would violate the privacy, civil rights, or civil 
liberties of individuals as protected by the Constitution and other laws. Existing 
requirements under the Privacy Act, the Paperwork Reduction Act, the Freedom of 
Information Act (FOIA), the Administrative Procedure Act (APA), the Whistleblower 
Protection Act, or any other relevant law remain in full effect. For example, this Act does 
not diminish FOIA obligations – modernized systems should still be able to retrieve records 
for disclosure as needed. (2) Affect HR Protections: Alter the rights of federal employees or 
labor organizations except as explicitly provided. Any workforce reshaping shall comply 
with merit system principles and applicable collective bargaining agreements. This Act 
does not eliminate any requirement to bargain with unions where changes impact 
conditions of employment, consistent with federal labor law. (Agencies are encouraged to 
engage employee representatives early to facilitate smooth implementation of changes.) 
(3) Impair Agency Missions: Require the adoption of technology or processes that would 
fundamentally impair an agency’s ability to carry out its statutory mission. In the unlikely 
event that a provision of this Act is found to conflict with an agency’s core mission 
requirements or a service delivery mandate, the agency head may petition the Council and 
OMB for an exemption or adjustment, which if approved must be reported to Congress. The 
intention is that modernization enhances agencies’ missions, not hinders them; any 
exemption would be a last resort. (4) Mandate Specific Technologies: Require the use of 
any specific commercial product or proprietary technology. Agencies retain flexibility to 
choose particular software, hardware, or AI solutions that meet the standards and goals 
laid out, subject to the approval mechanisms herein. The Act sets outcomes and 
standards, but technology choices should be driven by best fit and value for the 
government, fostering competition and innovation in procurement. 

(c) Severability.— If any provision of this Act, or the application of any provision to any 
person or circumstance, is held to be invalid or unconstitutional, the remainder of the Act 
and the application of its provisions to other persons or circumstances shall not be 
affected. Congress declares that it would have enacted this Act and each provision thereof 
irrespective of the fact that any one or more provisions might be judged invalid. 



(d) Sunset and Transition.— As noted in Section 8(e), the major provisions of this Act are 
intended to be executed over a five-year timeline. After five years from the date of 
enactment, the specific requirements for agency plans, reports, and the operation of the 
Council and Fund shall be assessed for termination, renewal, or modification. However, 
any project funded through the Modernization Fund that is still in progress, and any loan 
repayments still outstanding, shall continue to be governed by the terms of this Act until 
completion or repayment. Additionally, the accountability mechanisms (such as GAO’s 
final review and any scheduled report) should still occur even if beyond the five-year mark. 
Congress may enact subsequent legislation to extend or expand upon initiatives started 
under this Act as deemed appropriate based on the results achieved. 

(e) Short Title Reference.— When referencing this Act, or any component bill in legislative 
text or discussions, it may be cited simply as the “Federal Digital Transformation Act” for 
brevity. 

Explanation: Section 10 ties everything together with timing and legal boilerplate. Part (a) 
outlines a high-level timelinefor implementation, reinforcing the five-year plan aspect. It 
ensures everyone understands the urgency (with 6-month and 12-month milestones) and 
the expectation that by Year 5 the job is essentially done. Listing those milestones (like key 
systems modernized, AI pilots, etc.) creates additional accountability – both the agencies 
and the oversight bodies know what should be happening when. It also mentions a mid-
course GAO review which is a practical idea to catch issues early. Essentially, it’s a 
roadmap so that progress can be measured. By explicitly stating goals like reduced 
improper payments, it ties back to the waste/fraud elimination objective (e.g., aiming to 
lower the currently high improper payment totalscrfb.org). The timeline also communicates 
to federal employees and the public that this isn’t an endless initiative; it has a target end 
state in five years, which helps focus efforts. 

Part (b) is a rule of construction – these are clarifications to prevent misinterpretation. It 
says this Act doesn’t override existing protections or laws. For example, agencies still have 
to obey FOIA (they can’t say “our unified system can’t give you that record” as an excuse), 
still have to follow privacy and labor laws, etc. It’s basically legal CYA to ensure no one 
thinks this Act authorizes breaking other laws. It also clarifies no forced tech – meaning if 
an agency finds a certain approach doesn’t work for them for mission reasons, there’s a 
process to adapt (petition the Council/OMB). This is to not inadvertently hamper unique 
missions (imagine something like parts of DoD or NASA having a unique need; though they 
might be exempt anyway, but conceptually for any special case). And it clarifies we’re not 
mandating use of a specific vendor or product – important for fairness in procurement and 



avoiding locking the government into one solution. The Act sets objectives, agencies 
choose how to meet them. 

Part (c) is a severability clause, standard in complex legislation. If one part is struck down 
(say some provision about AI oversight if challenged, hypothetically), the rest should still 
stand. That’s legal boilerplate to protect the Act from total invalidation if a piece has an 
issue. 

Part (d) reiterates the sunset/transition concept from Section 8(e) but more generally. It 
ensures that after five years, we consider what to do next. It says things like the Council 
and some reporting might phase out, but any projects and repayments ongoing still 
continue under the Act’s rules. So, for example, if an agency got money from the Fund in 
year 5 with a plan to repay by year 7, they still must repay even if the initial 5-year program 
ended – this is to not leave loose ends. It invites Congress to extend or create a new plan 
after seeing results, which is common (maybe a next phase could be initiated by then if 
needed). Essentially it prevents the situation where after five years everyone just stops 
even if some modernization isn’t quite finished – it calls for an orderly wind-down or 
extension. 

Part (e) gives a short-hand name for the Act if needed. In practice, once passed, often 
people refer to an Act by a nickname. “Federal Digital Transformation Act” is suggested if 
brevity is needed (since the full given name is a bit long). This is minor but can be helpful in 
discourse. 

This final section is important because it ensures clarity on how the Act interacts with 
everything else and on how it is to be executed time-wise. It addresses the endgame 
(sunset) and protects against misinterpretation that could cause legal or practical issues 
(like someone claiming this Act let them ignore the Privacy Act – which it explicitly does 
not). By doing so, it reduces potential legal challenges or implementation confusion. 

In conclusion, the omnibus bill provided above integrates all required elements: it 
mandates all agencies to modernize and use AI, handles the workforce with care, sets up 
funding and oversight bodies, and includes robust privacy/cyber/ethics provisions. Each 
section has formal legislative language and is accompanied by an explanation that clarifies 
its intent and sometimes connects it to real-world context or precedents (with citations like 
GAO stats, etc., to ground the rationale). 

The omnibus is comprehensive and would function as a single, unified law. Below, we will 
present the modular approach, breaking this into a coordinated set of smaller bills each 
focusing on a specific topic area (IT consolidation, AI, workforce, funding/governance), 
while maintaining the overall objectives and ensuring they work in tandem. 



Modular Bill Version 

(The following is a package of four interrelated bills, each addressing a pillar of the 
modernization initiative. Together, they achieve the same outcomes as the omnibus Act, 
but by separate legislative vehicles focused on specific domains.) 

Bill 1: Federal Digital Infrastructure Consolidation Act of 2025 

Section 1. Short Title. This Act may be cited as the “Federal Digital Infrastructure 
Consolidation Act of 2025.” 

Section 2. Purpose and Definitions. (a) Purpose.— The purpose of this Act is to mandate 
the modernization and consolidation of federal executive agency information systems into 
a more unified, interoperable, secure digital infrastructure, in order to improve efficiency, 
reduce maintenance costs, and eliminate duplicative systems. (b) Definitions.— In this 
Act: 

* “Executive agency” has the meaning given in 5 U.S.C. § 105 (each executive department, 
government corporation, and independent establishment in the executive branch). 

* “Legacy system” means any information system or application that is outdated, high-
cost, or at risk of failure or security compromise, particularly those identified by an agency 
as in need of modernization or replacement. 

* “Unified Federal Platform” (or “unified platform”) means the common architecture of 
shared services, cloud infrastructure, and interoperable systems established pursuant to 
this Act for use by executive agencies. This term encompasses government-wide services 
and standards for IT adopted under this Act. 

* Other terms (like “data center” or “shared service”) may be defined by OMB guidance as 
necessary, consistent with usage in Section 4 below. 

Section 3. Inventory of Information Systems and Modernization Plans. (a) Comprehensive 
Inventory.— Not later than 180 days after enactment, each executive agency shall submit 
to the Director of the Office of Management and Budget (OMB) a comprehensive inventory 
of its information technology systems. This inventory shall identify each major system, 
software application, and data center operated by or for the agency; provide information on 
its function, age, operating costs, and security status; and flag whether it is considered a 
legacy system suitable for modernization or retirement. (b) Modernization Plan.— Along 
with the inventory, each agency shall prepare a Modernization Plan detailing how it will 
modernize and/or migrate its systems over the next five years. The plan shall: (1) prioritize 
the replacement or upgrade of legacy systems that are high-cost or pose security risks 



(with target timelines for each); (2) identify opportunities to consolidate duplicative 
systems either within the agency or by adopting another agency’s or a centralized shared 
service; (3) describe how the agency will integrate with or utilize the Unified Federal 
Platform (as defined in OMB guidance) for common needs like email, human resources, 
financial management, case management, etc.; and (4) estimate resource requirements 
(funding, staffing, contract support) to execute the plan. (c) Standards for Plans.— The 
Federal Chief Information Officer (Federal CIO) within OMB, in consultation with the 
Administrator of General Services, shall issue guidance within 60 days of enactment 
outlining the required format and criteria for agency modernization plans. This guidance 
will ensure plans are comprehensive and consistent, and will include initial government-
wide targets (e.g., “reduce number of federal data centers by X% in 3 years” or “migrate at 
least Y% of applications to cloud or shared platforms”). The guidance shall also 
incorporate performance metrics (such as reductions in cost or downtime expected). (d) 
Approval of Plans.— OMB (through the Federal CIO) shall review each agency’s 
modernization plan within 90 days of submission. OMB may approve a plan or return it with 
recommendations for improvement. Agencies must resubmit revised plans if required. 
Once approved, an agency’s plan will serve as the roadmap against which progress will be 
measured. OMB shall report to Congress a summary of all agency plans and any identified 
gaps or needs across the government. 

Section 4. Consolidation and Migration to Unified Federal Platform. (a) Designation of 
Shared Services and Platforms.— Within one year of enactment, the Administrator of 
General Services (GSA), in coordination with OMB and the Federal CIO Council, shall 
identify and/or establish government-wide shared services and common platforms to be 
part of the Unified Federal Platform. These may include, but are not limited to:  

* Cloud Infrastructure: Approved cloud service offerings (public, private, or hybrid) that 
agencies can utilize for hosting applications and storing data, with appropriate security 
certifications (FedRAMP). 

* Common Software Solutions: Standardized solutions for administrative functions (for 
example, a core financial management system, travel system, payroll system, grants 
management system, etc.) that multiple agencies can adopt rather than each operating 
their own. GSA may designate certain agencies or existing federal shared service providers 
to host these solutions for others (leveraging centers of excellence or inter-agency service 
agreements). 

* Identity Management and Login: A federated identity management system (such as 
Login.gov) for authenticating users (employees and public) across multiple agency 
systems, reducing the need for separate logins and improving security. 



* Networks and Telecommunications: Consolidation of networks where possible (such as 
through the Enterprise Infrastructure Solutions contracts) and ensuring agencies are 
connected via high-speed, secure networks to the unified cloud environments. 

* Data Hubs: Creation of interagency data exchange hubs or middleware that allow 
agencies to share data in real time or batch (subject to privacy rules), eliminating isolated 
“silos.” OMB and GSA shall publish a list of these designated services, along with 
timelines for their availability and guidance on adoption. 

(b) Mandatory Transition.— Each executive agency shall, in accordance with its 
modernization plan and guidance from OMB, transition from agency-unique systems to the 
designated shared services and unified platform componentsfor functions that are 
common across the government. For example, if a unified financial system or HR system is 
made available, agencies not legally required to use a unique system shall migrate to the 
unified solution by the deadline set by OMB. If an agency believes a designated shared 
solution does not meet its mission needs, it must seek a written exemption from OMB, 
providing justification; OMB may grant a temporary or conditional waiver but shall generally 
enforce use of common solutions to maximize interoperability and cost savings. Agencies 
shall prioritize shutting down duplicative infrastructure (like closing agency-owned data 
centers in favor of cloud) and discontinuing legacy software that is replaced by platform 
services. Not later than 2 years after enactment, each agency shall have migrated at least 
two significant systems or functions to a shared or centralized platform (or to a 
consolidated arrangement serving multiple agencies). Not later than 5 years, agencies 
should have completed all practicable migrations, with only agency-specific mission-
critical systems remaining separate if necessary. 

(c) Data Center Consolidation.— In line with the goals of the Data Center Optimization 
Initiative (DCOI)gao.gov, agencies shall accelerate the closure and consolidation of 
federally-owned and operated data centers. By the end of fiscal year 2026, each agency 
shall reduce its total number of data centers by a substantial proportion (to be specified by 
OMB, e.g., 50% reduction) compared to FY2024 baseline, unless otherwise directed by 
OMB for national security reasons. Agencies should move workloads to cloud 
environments or inter-agency shared data centers that demonstrate better efficiency and 
security. Cost savings from data center closures shall be documented and a portion can be 
reinvested in further modernization (consistent with any Working Capital Fund authority). 

(d) Interoperability and Standards.— The Federal CIO, in consultation with NIST and 
relevant stakeholders, shall publish technical standards and interface specifications to 
ensure interoperability on the Unified Federal Platform. This includes common data 
exchange formats (for example, using National Information Exchange Model standards 



where applicable), API standards for accessing services, and security protocols (such as 
standardized identity federation via SAML/OIDC for cross-agency authentication). All 
agencies must adhere to these standards when modernizing their systems. New systems 
or modules developed must have the capability to communicate and share data with other 
agencies’ systems as appropriate. Additionally, any software developed with federal funds 
under this Act should, to the maximum extent practicable, be designed for reuse by other 
agencies and consider open-source licensing where security and agency mission allow. 
This “develop once, use many” approach will prevent redundant development of similar 
capabilities across agencies. 

(e) Progress Oversight.— The OMB Director (or designee, such as the Federal CIO) shall 
track agency progress on consolidation and report semi-annually to the Congress on 
government-wide achievements. This report can be combined or coordinated with reports 
required under other modernization initiatives or funding Acts (for example, referencing 
savings achieved, number of systems shut down, etc.). If an agency is failing to meet 
consolidation targets or timelines, OMB may take appropriate actions, including: requiring 
incremental improvement plans, redistributing un-obligated modernization funds to other 
agencies, or highlighting the issue in budget submissions for congressional attention. 
Conversely, agencies that make exemplary progress may be granted additional flexibilities 
or incentives (such as retention of a higher share of savings). 

Explanation (Bill 1): This bill addresses IT consolidation and the creation of a unified 
platform. It requires agencies to map out their systems and then aggressively modernize 
and consolidate them. Section 3 obligates agencies to inventory what they have and plan 
for upgrades, which is fundamental to know what needs fixing. Section 4 is the core 
directive: use shared solutions instead of each agency reinventing the wheel. It essentially 
pushes “Government as a Platform” by having GSA/OMB designate common services 
(cloud, login, etc.) that everyone should use. This will help eliminate redundant systems – 
for example, rather than 20 agencies each having their own HR management software, 
perhaps a few shared ones suffice, saving licensing and support costsuschamber.com. The 
data center consolidation subsection reinforces ongoing efforts (noting the billions saved 
alreadygao.gov) and sets new targets to close more, which aligns with cost-cutting and 
energy-saving goals. 

Interoperability standards are mandated so that even as things move to common 
platforms, they speak the same language – this is vital for data sharing and future flexibility. 
The bill also encourages reusing software government-wide and even open-sourcing where 
possible, which can reduce costs and leverage community improvements. 



By making these requirements law, it strengthens existing executive efforts (like DCOI, 
Cloud Smart, etc.) with congressional backing and deadlines. OMB oversight and reporting 
hold agencies accountable. If an agency drags its feet, OMB has leverage (like affecting 
their budget or requiring improvement plans). The explanation references how unified 
platforms reduce costs and mentions existing initiatives, indicating this approach should 
amplify known benefits like license fee reductionuschamber.com and improved security. 

Overall, Bill 1 forces agencies out of their IT silos and into a common infrastructure, setting 
the stage for easier implementation of AI (Bill 2) and oversight (Bill 4), while ensuring 
efficiencies that can be reinvested or returned as savings. It directly supports the mandate 
that all executive agencies must participate in modernization and consolidation.  

Bill 2: Government AI Implementation and Oversight Act of 2025 

Section 1. Short Title. This Act may be cited as the “AI-Enabled Government Act of 2025.” 

Section 2. Definitions. In this Act: 

* “Artificial Intelligence (AI)” means systems or software that perform tasks such as 
perceiving, recognizing patterns, learning from data, making predictions or decisions, or 
otherwise exhibiting behavior normally requiring human intelligence. This includes 
machine learning algorithms, natural language processing, robotic process automation, 
intelligent agents, and related technologies. 

* “Agency” means an executive agency as defined in 5 U.S.C. § 105. 

* “Automated decision system” means a software or algorithmic system that either makes 
a decision or recommendation affecting human welfare (such as approving or denying a 
benefit, flagging transactions for review, assigning risk scores, etc.) with minimal human 
intervention. 

* “High-impact AI system” means an AI system that is expected to have significant effects 
on individuals, such as determining eligibility for critical services or enforcement actions, 
as further defined by OMB guidance under this Act. 

* Other terms: OMB may define additional terms (like “appropriate human oversight”, 
“bias”, “explainability”) in guidance to ensure consistent interpretation across agencies.  

Section 3. Government-wide Artificial Intelligence Adoption Strategy. (a) Requirement for 
Strategy.— Within 180 days of enactment, the Director of the Office of Management and 
Budget (OMB), in coordination with the National AI Initiative Office and the General 
Services Administration (GSA), shall develop and publish a Federal AI Adoption Strategy for 
executive agencies. This strategy will outline how agencies should identify opportunities for 



AI, manage risks, and integrate AI into their operations over the next five years. (b) 
Contents of Strategy.— The strategy shall include: (1) Priority Use Cases: A set of high-
priority AI use cases across the government where immediate value can be realized, such 
as: - Using AI to improve customer service (e.g., intelligent virtual assistants or chatbots to 
handle routine citizen inquiries across agencies). - Applying machine learning for 
predictive maintenance of government equipment and infrastructure. - Employing AI for 
program integrity (fraud and improper payment detection) in benefits programs. - 
Streamlining administrative processes (like processing forms, managing schedules, 
triaging helpdesk tickets) with robotic process automation and AI. These examples should 
be illustrative; agencies are encouraged to find additional suitable applications. The 
strategy might highlight successes from pilot programs or other governments for 
emulation. (2) Guidelines for Agency AI Plans: Direction to agencies on how to craft their 
internal AI implementation plans (as required in Section 4). This will cover methodologies 
for inventorying processes that can be automated, assessing technical feasibility and ROI, 
and ensuring alignment with ethical guidelines (cross-referring Section 5 of this Act on 
ethics). (3) Shared AI Resources: Identification of any centralized AI resources to be made 
available government-wide. For example, the strategy might announce the launch of a 
“Federal AI Toolbox” or GSA’s AI Center of Excellence offerings – such as pre-trained 
language models that agencies can adapt, or a catalog of approved vendors/contract 
vehicles for AI services, or cloud-based AI platforms where agencies can experiment safely.
 (4) Workforce and Skills: A discussion of building AI-related skills in the federal workforce, 
including data science training, hiring authorities (like direct hire for STEM under the AI in 
Government Act of 2020), and communities of practice for employees working on AI. It may 
reference reskilling programs (coordinating with Bill 3’s initiatives) that prepare employees 
to supervise AI or interpret AI outputs. (5) Infrastructure and Data: Recommendations on 
the data and infrastructure needed for AI. This could include guidance on data quality 
improvement (since AI is only as good as the data it's trained on), data sharing between 
agencies to bolster AI models (with privacy safeguards), and computing infrastructure 
(ensuring agencies have access to GPU clusters or cloud services for training models). (6) 
Metrics: Key performance indicators to measure AI adoption progress and impact. For 
example: number of processes automated, reduction in processing time for certain tasks, 
accuracy improvements, cost savings, number of employee hours reallocated from manual 
to higher-level tasks, etc. (c) Updates.— The Federal AI Adoption Strategy should be 
updated at least biennially (every two years) to reflect technological advances and lessons 
learned in implementation. OMB will consult agencies and possibly external AI experts 
when refreshing the strategy. 



Section 4. Agency Artificial Intelligence Implementation Plans. (a) Agency Plans 
Required.— Each executive agency shall develop an AI Implementation Plan that details 
how it will utilize artificial intelligence to improve its operations and services. Initial plans 
shall be completed and submitted to OMB within 270 days of enactment (or a date 
specified by OMB not later than one year from enactment). (b) Plan Contents.— An 
agency’s AI Implementation Plan shall include: (1) Use Case Identification: An overview of 
potential AI use cases the agency has identified in its programs and administrative 
functions. This should result from a systematic review of agency workflows to find 
repetitive, rules-based, data-intensive, or predictive tasks suited to AI. Use cases should be 
categorized by timeframe (short-term pilots vs. long-term opportunities) and impact (e.g., 
efficiency gain, improved accuracy, better citizen experience). (2) Prioritized Projects: A 
shortlist of concrete AI projects the agency commits to undertake in the next 1-3 years, 
including pilot programs. For each project, briefly describe the objective (e.g., “use NLP to 
sort and route public comments to appropriate offices”), the type of AI tech involved, the 
data requirements, and expected outcomes (like reducing processing time by 50% or 
improving detection of errors by X%). (3) Resource Needs and Partnerships: The plan 
should outline what resources are needed to execute the AI projects – this includes budget 
(with indication if the agency will seek funding from the Modernization Fund or reallocate 
internal funds), skill sets/personnel or contractors required, and any planned partnerships 
(such as with GSA’s AI Center of Excellence, academic institutions, or private vendors). If 
the agency plans to leverage any government-wide contracts or shared services for AI, that 
should be noted. (4) Risk Management: A section analyzing potential risks or challenges 
for the agency’s AI use, such as: data limitations (is the data incomplete or biased?), 
cybersecurity concerns, workforce impacts (e.g., needing to retrain staff whose current job 
might be automated), and legal or ethical considerations (especially for any high-impact AI 
system touching the public). The plan must reference how the agency will comply with the 
ethical AI guidelines in Section 5. For each risk identified, include mitigation steps (e.g., 
“we will conduct bias testing on the model before deployment” or “we will have humans 
review any AI denial of benefits”). (5) Timeline and Milestones: A timeline for 
implementation, including pilot start dates, expansion phases, and integration into regular 
operations. For example, “Q4 FY2025: pilot chatbot on FAQ site; Q2 FY2026: expand 
chatbot to handle form filing queries; by FY2027: chatbot handles 70% of customer 
inquiries with 90% satisfaction rating.” Include evaluation points to assess success (like 
after a pilot, decide go/no-go for broader rollout). (6) Metrics and Outcomes: Defined 
metrics the agency will track to measure the success of each AI implementation (aligned 
with the government-wide metrics from the AI strategy). These could be service metrics 
(time, accuracy, user satisfaction) or financial (cost saved, hours saved). The plan should 



articulate expected improvements, which will serve as goals/benchmarks. (c) 
Consultation and Public Input: In developing its AI plan, an agency should consult 
internally with a range of stakeholders – program managers, IT officials, general counsel (for 
legal compliance), civil rights and privacy officers (for fairness and privacy issues), and 
frontline employees who know the tasks well. Agencies are also encouraged to solicit ideas 
from employees through innovation programs and, where appropriate, gather public or 
stakeholder input (for example, via an RFI to industry about available AI solutions, or 
outreach to consumer groups for impacts on service delivery). (d) OMB Review and 
Approval: The OMB Director (or designee, such as the Federal CIO or Deputy Director for 
Management) shall review each agency’s AI Implementation Plan for consistency with the 
Federal AI Adoption Strategy and to ensure that ethical and oversight considerations are 
addressed. OMB may approve the plan, or require revisions if it finds gaps (especially in risk 
mitigation or alignment with standards). OMB will coordinate to avoid duplication – if 
multiple agencies propose similar AI projects, OMB might encourage collaboration or 
sharing solutions. Agencies must implement OMB’s feedback and obtain final approval. 
(e) Updates to Plans: Agency AI Implementation Plans should be considered living 
documents. They must be updated at least annually to reflect new opportunities, 
completed projects, and changes in strategy. Significant updates (like adding a new high-
impact AI use case) should be resubmitted to OMB for review. OMB will maintain a 
repository of the latest plans (for oversight use, and possibly sanitized versions for public 
transparency if appropriate). 

Section 5. Ensuring Ethical and Accountable Use of AI in Government. (a) OMB Guidance 
on AI Ethics.— Within 270 days of enactment, the Director of OMB, in consultation with the 
Office of Science and Technology Policy (OSTP), shall issue a memorandum to agencies on 
ethical guidelines for AI use in federal programs. This guidance will align with principles 
from Executive Order 13960 (“Trustworthy AI in Federal Government”) and the AI Bill of 
Rights blueprintbidenwhitehouse.archives.gov, and shall include at minimum: 
requirements for algorithmic transparency, testing for bias, data quality standards, and 
provisions for human oversight of AI decisions. (b) Pre-Deployment Bias Testing and 
Impact Assessment.— Before any agency deploys an AI system that has potential 
significant impact on individuals or communities (a high-impact AI system), the agency 
must conduct an Algorithmic Impact Assessment (AIA) or similar evaluation. The AIA will 
examine the system’s design and training data for potential biases or disparate impacts 
(e.g., does the model treat different demographic groups equitably?), its explainability, and 
its robustness against manipulation or errors. The agency shall invite its civil rights or 
privacy office to review the assessment. A summary of the AIA’s findings and the agency’s 
mitigation steps (if biases or risks were identified) should be submitted to OMB or a 



designated oversight body (such as an AI coordination office) prior to full deployment. This 
process ensures compliance with ethical use standards in practice. (c) Human Oversight 
and Appeal Processes.— Agencies must establish policies that any AI-driven decision that 
could deprive a person of a benefit or impose a penalty is subject to human oversight and, 
if appropriate, appeal. Specifically, if an AI system recommends denial of an application, 
flags someone as non-compliant, or otherwise triggers an adverse action, a human agency 
official must review relevant information before finalizing the action (except in cases like 
preliminary risk scoring that do not by themselves determine an outcome). The individual 
affected should be notified of the AI involvement and given a channel to contest or inquire 
further – effectively an appeal or secondary review by a human. This requirement shall be 
incorporated into agencies’ procedural rules. (Agencies can leverage existing appeals or 
adjudication processes, but must not let AI operate as a black box with no recourse.) (d) 
Transparency and Public Communication.— Each agency using AI in public-facing services 
or decision-making shall be transparent about it. This includes: 

* Clearly labeling on websites or forms when AI or an automated tool is being used to assist 
in providing a service or decision (e.g., “You are chatting with an AI virtual assistant” or 
“This application will be reviewed by an algorithm and a human caseworker”). 

* Publishing on the agency’s website an overview of the AI systems in use that impact the 
public, including the purpose of each system and the safeguards in place. (Sensitive law 
enforcement or security uses may be summarized at a high level to avoid compromising 
effectiveness, but oversight bodies should still be informed in detail.) 

* Responding to inquiries from the public about AI decision processes with as much 
information as feasible without revealing protected information or proprietary model 
details. Agencies might develop explanatory materials for common questions like “How 
does the AI determine this?” to demystify the process for the public. (e) Training and 
Capacity Building.— Agencies shall ensure that employees involved in implementing or 
managing AI (and those whose work is affected by AI) receive training on the ethical use of 
AI, detection of biases, and how to interpret AI outputs critically. OPM, in coordination with 
OMB, shall facilitate development of training modules or guidance, possibly adapting 
content from NIST’s AI Risk Management Framework and other expert resources. The goal 
is to cultivate an “AI-aware” workforce that can responsibly supervise automated systems.
 (f) Interagency AI Coordination and Sharing of Best Practices.— The Chief Information 
Officers Council or another designated interagency group (like an AI Working Group under 
the Federal Digital Transformation Council) shall serve as a forum for agencies to share 
experiences, best practices, and tools related to AI oversight. For example, if one agency 
develops a strong algorithmic impact assessment framework, it should be shared for 



others to use. If another finds a successful way to explain AI decisions to the public, that 
method can be adopted widely. This coordination ensures agencies do not operate in 
isolation on AI ethics but move forward together. 

Section 6. Oversight and Reporting on AI Implementation. (a) OMB and GSA Oversight 
Roles.— The OMB Director (with support from the Federal CIO and the Office of 
Information and Regulatory Affairs as needed) shall oversee agency compliance with this 
Act’s AI-related requirements. GSA’s Administrator, through relevant offices like the AI 
Center of Excellence, shall provide technical assistance to agencies and monitor adoption 
progress from a technology enablement perspective. They will jointly track key metrics on 
AI usage across government. (b) Chief AI Officers or Designees.— Each agency shall 
designate a senior official (which could be an existing role, such as the Chief Data Officer 
or CIO) as responsible for coordinating and overseeing AI activities within the agency. This 
person will liaise with OMB and GSA on implementation progress and compliance with 
ethical guidelines. (Note: This does not necessarily create a new position if existing roles 
can cover it, but ensures a point of accountability internally.) (c) GAO Review.— The 
Government Accountability Office shall, within 2 years of enactment, conduct a review of 
federal AI implementation efforts under this Act. GAO will evaluate a sample of agency AI 
projects for effectiveness, adherence to required guidelines (bias testing, transparency, 
etc.), and resulting improvements or issues. GAO shall report to Congress on challenges 
and make recommendations for any needed course corrections or additional actions (for 
instance, if agencies need more expertise or if certain ethical guidelines are not being 
followed adequately). (d) Reports to Congress.— One year after enactment and annually 
for four years thereafter, OMB shall submit a report to Congress summarizing progress 
under this Act. This may be combined with reporting from Bill 4 (the funding/governance 
bill) but should detail specifically: how many AI use cases have been deployed per agency, 
major benefits realized (with data if available, like cost savings or efficiency gains), any 
notable failures or lessons learned, and status of compliance with ethical provisions (such 
as number of AIAs performed, any incidents of bias detected and addressed, etc.). The 
report should also highlight examples where AI helped reduce waste/fraud or improved 
citizen services, demonstrating the return on Congress’s investment in these efforts. (e) 
Sunset.— The requirements of this Act are intended to coincide with the five-year 
modernization timeline. After five years, agencies are expected to have integrated AI as a 
normal part of operations. Specific reporting requirements may sunset unless renewed; 
however, general obligations to use technology effectively and ethically persist under 
broader law and policy. Congress may re-evaluate at that time whether further legislation is 
needed to continue advancing federal AI capabilities. 



Explanation (Bill 2): This bill is dedicated to AI implementation across the federal 
government. It compels agencies to incorporate AI wherever feasible while enforcing 
ethical standards. 

Section 3 sets up a government-wide AI strategy, essentially ensuring there’s a cohesive 
vision and game plan. It highlights quick wins (like chatbots or fraud detection, which we 
know have shown promise — e.g., saving $1B annually in fraud detectiongdit.com). By 
calling these out, it guides agencies on where to focus first and fosters consistency so 
agencies can learn from each other rather than working in isolation. It also mentions 
building shared AI resources, which prevents duplication — for instance, one robust 
language model could be adapted by multiple agencies instead of each training their own 
from scratch. This is efficient and avoids reinventing wheels. The strategy also 
acknowledges workforce and data needs, linking this back to workforce training in Bill 3 
and data consolidation in Bill 1. 

Section 4 requires each agency to have its own AI plan. This is a planning mechanism 
similar to what Bill 1 does for IT systems, but specific to AI projects. It ensures agencies 
think through where AI can help them, make concrete project commitments, and analyze 
what they need and what could go wrong. Essentially, it operationalizes the idea of 
“automate all feasible tasks” by making agencies explicitly list those tasks and how they’ll 
automate them. The plan’s requirement to estimate benefits ties to eliminating waste and 
improving efficiency, as agencies must articulate expected improvements, likely with 
numbers (speed, cost, etc.). That builds an accountability baseline. The risk management 
piece forces upfront thinking about bias, privacy, or failures – addressing concerns like 
“don’t let an AI screw up and no one notices.” OMB oversight of these plans ensures they 
align with the big picture and adhere to standards (and if an agency misses something, 
OMB can say fix it). Annual updates to plans keep them living, reflecting that AI tech 
evolves rapidly and agencies might discover new use cases or retire ones that didn’t pan 
out. 

Section 5 is crucial as it embeds AI ethics and accountability into this modernization. It 
instructs OMB to formalize ethical guidelines (which probably exist in memos or 
frameworks now but this codifies them). It mandates algorithmic impact assessments, 
which is a practice to detect bias or issues before deploying an AI (mirroring ideas in 
academic and policy proposalsbidenwhitehouse.archives.gov). So an agency can’t just 
push out an AI to approve loans without first checking if it inadvertently redlines 
neighborhoods, for example. Having civil rights offices review these assessments means 
an extra set of eyes focusing on fairness (in line with proposals like requiring each agency to 
oversee AI for civil rightsmarkey.senate.gov). The human oversight clause ensures that for 



serious matters, a person is still in the loop, addressing the fear of “computer says no” and 
no appeal. This is basically codifying due process when AI is involved. Transparency 
provisions require agencies to inform the public when they’re interacting with AI or subject 
to algorithmic decisions, which can help maintain public trust and allow individuals to be 
aware they might want to ask for a human if needed. The training part acknowledges that 
employees need to know how to work with AI ethically, not just technically. And interagency 
sharing ensures that one agency’s solutions to these ethical challenges are propagated (no 
need for each to invent their own bias testing method if a good one exists, etc.). 

Section 6 covers oversight. It ensures someone at each agency is responsible (so it’s not 
everyone’s job and no one’s job). It references GAO review – GAO’s involvement will 
independently verify progress and correctness, which is something Congress often wants 
to make sure the initiative is on track (and if GAO finds issues like biases not handled, 
they’ll report that, prompting fixes). The annual reports to Congress keep them in the loop 
with concrete data (like “IRS’s AI prevented $X in fraudulent refunds this year” or “USCIS 
chatbot now handles Y% of inquiries, cutting wait times by Z”). Congress seeing 
improvements (especially in waste/fraud reduction or service delivery) justifies their 
investment and allows them to brag about it to constituents or push further laws if needed. 
The bill hints at a five-year horizon similar to the omnibus (sunset alignment), indicating it’s 
part of that same big push. 

In sum, Bill 2 drives AI adoption in a structured, responsible way. It mandates agencies to 
use AI where it makes sense (fulfilling “automate all feasible tasks”), but wraps it in 
necessary guardrails around privacy, fairness, and oversight to “do it right.” It complements 
Bill 1 (which provides the consolidated, data-rich infrastructure that AI thrives on) and Bill 3 
(preparing the workforce for AI changes) and relies on Bill 4’s governance (OMB, GSA roles) 
to coordinate everything. Essentially, Bill 2 ensures that by the end of five years, AI is 
widespread in government, doing everything it reliably can, and doing it in a way that 
improves efficiency while respecting citizens’ rights and agency accountability.  

Bill 3: Federal Workforce Transformation and Reskilling Act of 2025 

Section 1. Short Title. This Act may be cited as the “Federal Workforce Transformation and 
Reskilling Act of 2025.” 

Section 2. Purpose. The purpose of this Act is to ensure that the transition to modern 
technology and AI-enhanced operations in the federal government is accompanied by 
thoughtful workforce management. This includes avoiding involuntary layoffs, leveraging 
voluntary attrition (retirements/resignations) to reshape the workforce, and investing in 



training and reskilling so that federal employees can take on new, high-value roles in the 
modernized government. 

Section 3. Definitions. In this Act: 

* “Agency” means an executive agency as defined in 5 U.S.C. § 105. 

* “Reskilling” and “Upskilling” refer to training efforts aimed at teaching employees new 
skills, either to transition them to different roles (reskilling) or to elevate their current skill 
set to handle more advanced tasks (upskilling). 

* “Voluntary separation incentive payment (VSIP)” means a payment (often called a 
“buyout”) made to an employee who voluntarily separates (retires or resigns) as authorized 
by 5 U.S.C. § 3521 et seq. or other similar authority. 

* “Voluntary Early Retirement Authority (VERA)” refers to authority granted (typically by 
OPM) allowing agencies to offer retirement to employees earlier than the standard 
retirement eligibility, to encourage voluntary departures during periods of workforce 
restructuring. 

* “Covered employee” means a federal employee whose position, duties, or skill 
requirements are substantially affected by the implementation of new technology or 
organizational changes under the modernization initiatives of this legislative package 
(including the Acts on IT consolidation and AI implementation). 

Section 4. Policy of No Involuntary Layoffs Due to Modernization. (a) Moratorium on RIFs 
for Technology Reasons.— No agency shall implement a reduction in force (RIF) or 
involuntarily separate any employee solely as a result of the elimination of a position due to 
the adoption of new technology, automation of tasks, or consolidation of functions under 
the government modernization initiatives for a period of five years from enactment. 
Agencies are expected to manage any necessary workforce reductions through the 
measures outlined in this Act (attrition, reassignment, retraining). (b) Reaffirmation of 
Merit Principles.— The Congress finds that maintaining the trust and morale of the federal 
workforce is essential to successful government operations. Therefore, agencies must act 
in accordance with merit system principles (5 U.S.C. § 2301) while implementing 
changes—treating employees fairly and using workforce adjustments only for legitimate 
management needs, not as a punitive measure. If, after exhausting all alternatives, an 
agency absolutely must conduct an involuntary separation for reasons related to 
modernization, it may do so only after the five-year period and with a written determination 
by the agency head that all alternative options have been utilized, and with a minimum of 
60 days notice to affected employees and Congress. 



Section 5. Voluntary Attrition and Retirement Incentives. (a) Voluntary Separation 
Incentives (Buyouts).— Agencies implementing substantial operational changes that 
reduce the need for certain positions are authorized (with OPM approval as required by 
current law) to offer voluntary separation incentive payments (VSIPs) to employees in those 
positions or other positions the agency seeks to downsize to reallocate resources. The 
maximum amount of a VSIP under this authority shall be the greater of $40,000 or the 
maximum allowed by existing law (adjusted if Congress raises the cap via appropriation or 
other statute)congress.govcongress.gov, or such higher amount as OPM may determine is 
justified to achieve necessary attrition (with notification to Congress). An employee 
accepting a VSIP must separate by the date set by the agency and, as per existing rules, will 
be required to repay the gross amount if reemployed by the government within 5 years 
(unless a waiver is obtained)congress.gov. (b) Voluntary Early Retirement (VERA).— OPM is 
encouraged to grant Voluntary Early Retirement Authority to agencies that request it as part 
of their modernization workforce plans. Under VERA, agencies can temporarily lower the 
age and service requirements for retirement (e.g., offer early retirement to employees 50+ 
with at least 20 years of service, or any age with 25 years of service), which can entice 
eligible employees to retire earlier than they might have, thus opening positions. Agencies 
should strategically offer VERA in divisions where roles are changing significantly due to 
technology. Early retirements should be coupled with efforts to either abolish the vacated 
position or backfill it with an employee with new skills as needed. (c) Use of Both 
Incentives.— Agencies may combine VSIP and VERA (with OPM’s concurrence) to 
maximize voluntary departures. For example, offer an early retirement plus a buyout 
payment for those who qualify. Each agency should communicate clearly the window and 
terms of any such offers and ensure employees understand these are voluntary. OPM shall 
provide expedited review of agency requests to use these tools under this Act, given the 
large-scale nature of the modernization effort. (d) Priority for At-Risk Positions.— When 
offering VSIPs/VERA, agencies should target employees in positions identified as likely to 
be eliminated or significantly redefined due to automation or consolidation (e.g., clerical 
processing jobs that will be handled by AI). This targeting ensures that those in potentially 
surplus roles have the first opportunity to separate voluntarily with incentives. Agencies 
must still offer these incentives fairly and in a manner consistent with law (not based on 
personal favoritism or unrelated factors). 

Section 6. Reassignment and Redeployment of Employees. (a) Internal Reassignment.— 
Before seeking any involuntary measures, agencies shall attempt to reassign 
employeeswhose positions are abolished or substantially changed to other positions 
within the agency for which they are qualified or can become qualified with minimal 
training. This may include reassignments to positions in different geographic locations, 



different divisions, or at different grade levels (with grade/pay retention as appropriate if it’s 
a downgrade). Agencies can use existing authority to detail employees to new duties or to 
make term assignments in special projects that could lead to new permanent roles. The 
receiving offices should be those with workforce shortages or growth needs, for example in 
IT, cybersecurity, data analysis, or program evaluation – areas likely needing more staff as 
modernization proceeds. (b) Interagency Placement Assistance.— The Office of Personnel 
Management (OPM) shall expand and promote the use of Interagency Career Transition 
Assistance Programs (ICTAP) for employees affected by modernization. Any covered 
employee who receives official notice that their position will be eliminated or substantially 
changed (to the extent they might be displaced) shall be accorded the same priority 
consideration in other agencies’ hiring as is provided to employees separated by RIF. OPM 
is directed to work with agencies to identify vacancies that match the skill set of displaced 
employees and facilitate expedited hiring or transfers. Whenever practical, an employee 
facing displacement at one agency should be able to transfer to a mission-critical vacancy 
at another agency without having to go through lengthy competitive hiring processes (using 
existing transfer and non-competitive eligibility rules). (c) Training for New Roles.— If a 
suitable vacancy exists for a displaced employee but the employee lacks some specific 
skills or qualifications, the agency (or agencies, in case of a transfer) shall attempt to 
bridge that gap via training. For example, if an administrative employee could transition to 
an entry-level contracting officer role but lacks a certification, the agency should sponsor 
the employee through the needed training and certification rather than resort to separation. 
This intersects with the reskilling programs in Section 7 – essentially, reskilling is not just for 
theoretical future needs, but to directly place employees into existing needed jobs. (d) 
Reporting of Reassignments.— Each agency shall keep track of how many employees have 
been reassigned within the agency or to other agencies as a result of modernization. This 
data (the number of people moved, types of jobs from/to, etc.) shall be included in 
workforce reports as required by Section 9 of this Act, helping Congress see that agencies 
are actively relocating human capital where it’s needed. (e) Protections for Reassigned 
Employees.— An employee who is reassigned under this section shall not suffer any 
reduction in base pay as a result of the reassignment (pay retention rules apply if they move 
to a lower grade). Their tenure, benefits, and accumulated leave carry over as per normal 
transfer rules. If an employee relocates geographically, agencies should consider use of 
relocation incentives or relocation expense payments to mitigate hardship, pursuant to 5 
U.S.C. § 5753 and § 5724. The goal is to make reassignments a palatable option for 
employees, not a punitive one, since it ultimately benefits the government by retaining 
experienced personnel. 



Section 7. Training, Reskilling, and Upskilling Programs. (a) Establishment of Reskilling 
Programs.— Each agency, under the guidance of OPM, shall establish or enhance 
programs to reskill employees whose current positions are evolving or may be eliminated, 
and upskill employees to meet emerging skill demands. Within 180 days of enactment, 
OPM shall issue a “Federal Workforce Reskilling Framework” to agencies, which draws on 
best practices (such as OPM’s own reskilling toolkitfederalnewsnetwork.com) and provides 
templates for agencies to follow. This framework will cover: identifying skill gaps, designing 
training curricula, utilizing online learning platforms, partnering with educational 
institutions, and rotating employees through apprenticeships or details for on-the-job 
training. (b) Agency Training Plans.— As part of their human capital management, agencies 
will prepare a Modernization Training Plan that complements their IT and AI 
implementation plans. The plan should map which categories of employees need training 
for new systems (e.g., training financial analysts to use new analytics AI, or training records 
managers to administer a digital archive instead of paper files) and which employees need 
full reskilling for new roles (e.g., training former clerks to become program analysts or IT 
support specialists). The plan should set numeric targets, like “Train 100 employees in data 
science by Year 3” or “certify all affected project managers in agile methodology.” Agencies 
must submit these plans to OPM for review, and OPM shall report government-wide needs 
to Congress, if additional funding or authorities are required. (c) Funding and Time for 
Training.— Agencies are authorized to use funds specifically allocated for training and 
reskilling (including those provided under the Modernization Funding Act) for paying for 
tuition, courses, training software, or instructor fees for their employees. Agencies shall 
ensure that employees have adequate duty time to participate in these programs – for 
instance, allowing an employee a certain number of hours per week to attend classes or 
work on training modules, or granting sabbatical-like arrangements (through existing 
training programs) for intensive reskilling bootcamps. Supervisors are to be instructed that 
supporting their employees’ retraining is a management priority, not an optional activity. 
Training time is part of work time when it’s part of this program. (d) High-Demand Skills.— 
Training emphasis should be on skills in areas where the government has critical needs, 
especially those amplified by modernization, such as: cybersecurity, data analysis, AI 
oversight and maintenance, cloud computing management, digital service design, 
customer experience, and acquisition (procurement) related to IT. Agencies should consult 
OPM’s list of government-wide mission-critical occupations (MCOs) – many of which 
include IT and cyber – and align reskilling to those where feasible. This ensures that 
employees are being prepared for roles the government genuinely needs filled (which also 
helps them have job security). (e) Educational Partnerships.— Agencies (and OPM on a 
government-wide level) are encouraged to partner with Federal Executive Boards, local 
universities, community colleges, online course providers, and industry training programs 



to deliver specialized training to employees. For example, an agency might partner with a 
local community college to offer a certificate program in data analytics to a cohort of its 
employees, or use an existing program like the U.S. Digital Service’s Digital Academy if 
available. Such partnerships might be funded by agencies or via grants from the centralized 
Modernization Fund’s workforce allotment, and should be structured to accommodate 
working adults (flexible schedules, etc.). (f) Credentials and Mobility.— Upon completion 
of certain training programs, employees should receive industry-recognized credentials 
when possible (such as cybersecurity certifications, project management certifications, 
etc.). Not only does this validate the training, but it also means the employee’s new skills 
are “portable” within government – i.e., they could competitively move to another agency or 
promotion where that skill is needed. This fosters a culture of continuous learning and 
allows employees to take charge of their career growth within the federal system. OPM and 
agencies should track how many employees gain new certifications or qualifications under 
these programs, as a measure of success. (g) Incentives for Skill Acquisition.— Agencies 
may use existing incentives to encourage employees to take on difficult training: for 
instance, skill-based incentives or pay increases if allowable (like setting up new position 
descriptions at a higher grade once an employee is fully trained into a new role), awards 
and recognition for completing significant training programs, and agreeing to cover costs of 
advanced degrees (under continued service agreements) if those degrees align with agency 
skill needs (like a Master’s in Data Science for an IT specialist). While not all these 
incentives are new, this Act encourages their use as part of a comprehensive approach to 
motivate employees to reskill rather than fear change. 

Section 8. Continuation of Benefits and Support for Transitioning Employees. (a) Career 
Counseling and Placement Services.— Agencies shall provide career counseling to 
employees whose jobs are impacted by modernization. This can be through agency career 
transition programs or OPM’s centralized services. Counseling includes helping employees 
understand what new opportunities exist inside or outside government, what training 
would help them, and how to apply their skills elsewhere. Agencies should ensure affected 
employees are aware of resources like the Career Transition Assistance Plan (CTAP) and 
Interagency Career Transition Assistance Plan (ICTAP), and how to use them. Workshops 
on resume writing (especially if someone hasn’t competed for a job in many years), 
interviewing, and navigating USAJOBS should be offered. (b) Mental Health and Morale 
Support.— Major changes at work can be stressful. Agencies are reminded to leverage 
Employee Assistance Programs (EAP) to support employees going through transitions. 
Confidential counseling or stress management resources should be communicated to 
staff. Supervisors should be trained to recognize and constructively address employee 
anxieties related to the new technology or job changes, reinforcing that the agency values 



their contributions and is investing in them. (c) No Penalty for Declining Relocation or 
Retraining (within reason).— If an employee is offered a reassignment to a different 
geographic area or a training path to a new role and the employee declines, the agency 
should, to the extent possible, attempt alternative placements or continue the employee in 
a suitable capacity. Only if no reasonable alternative exists might separation be 
considered, and even then, it should be treated akin to a RIF with all attendant rights. The 
intent is not to coerce employees into new roles they absolutely cannot accept due to 
personal circumstances (like relocation hardships), but to present opportunities and 
encourage uptake. If an employee declines retraining for a role that is available in their 
location and is within their capability, they may not be guaranteed another role, but the 
agency should document that the option was provided and declined, and still seek other 
solutions before any adverse action. (d) Early Participation Encouragement.— Agencies 
should encourage employees to volunteer early for reskilling or reassignments rather than 
waiting until a position is at risk. For example, an employee in a clerical job that might be 
automated in 2 years could be invited now to start training as an IT support tech (if 
interested). Early movers could be given preference for available training slots or even 
small incentives (like temporary detail to an interesting project) to signal the value of 
proactively adapting. This proactivity can reduce the number of “at-risk” employees later 
and also smooth the implementation of new systems (because you’ll have trained people 
ready to operate them). 

Section 9. Oversight, Reporting, and Sunset. (a) OPM Oversight and Guidance.— The 
Office of Personnel Management shall oversee the execution of this Act’s workforce 
provisions. OPM shall ensure agencies are using the tools provided (VSIP, VERA, training 
programs, etc.) appropriately and effectively. OPM may request data and reports from 
agencies, and shall provide any additional guidance needed to clarify how agencies should 
manage changes (for instance, OPM might issue guidance on managing performance of 
employees in new roles or best practices for setting up a reskilling program office). OPM is 
also tasked with identifying any statutory or regulatory barriers that hinder smooth 
workforce transitions and reporting those to Congress or adjusting regulations if within its 
authority. (b) Agency Reporting.— Each agency shall include in its annual human capital 
report (or if none, then in a report to OPM or the Council established in Bill 4) the following 
information during the five-year modernization period: the number of VSIPs offered and 
taken, number of early retirements, number of employees reassigned internally or to other 
agencies, number of employees participating in reskilling programs (and types of skills 
learned), and any instances of involuntary separations (with explanation). They should also 
provide qualitative examples (success stories or challenges). This information will feed into 
an overall progress assessment of workforce reshaping in the annual modernization 



progress reports to Congress (as called for in the funding/governance bill). (c) GAO 
Review.— The Government Accountability Office shall conduct a review within 3 years of 
enactment focusing on workforce impacts of the modernization efforts. GAO will evaluate 
whether agencies are effectively avoiding involuntary layoffs, how well the reskilling 
programs are working (e.g., are employees actually being placed into jobs after training?), 
and whether the government is at risk of skill gaps or loss of critical talent. GAO shall brief 
Congress and possibly make recommendations, which could include adjustments to 
authorities or funding for training, if needed. (d) Sunset.— The provisions of this Act 
regarding the moratorium on involuntary separations (Section 4) and the special authorities 
granted for VSIP/VERA (beyond existing law) shall sunset five years after enactment, as it is 
expected that the bulk of the workforce restructuring will be completed by then. However, 
the training programs and reassignment efforts are ongoing good management practices 
and will be integrated into normal agency operations beyond the sunset. Congress may 
review results at the five-year mark and decide on extending any authorities or making 
permanent changes to federal HR law based on lessons learned (for instance, if a higher 
VSIP cap proved useful, Congress could choose to permanently raise the cap government-
wide). The sunset ensures Congress reexamines the situation rather than leaving special 
provisions indefinite. 

Explanation (Bill 3): This bill squarely addresses the federal workforce aspect of 
modernization, making sure people are taken care of as technology changes their jobs. It 
sets a tone of no forced layoffs and emphasizes voluntary means (something strongly 
signaled by Congress in past downsizing like the 1994 Actcongress.gov). 

Section 4 states clearly: no involuntary separations due to tech changes for five years. That 
essentially guarantees job security while these initiatives are underway, which can help 
maintain morale. It echoes language from earlier legislation (the findings from Public Law 
103-226 had similar intentcongress.gov). It also reminds agencies to keep to merit 
principles – ensuring fairness and not just chopping people arbitrarily. 

Section 5 gives agencies powerful tools for voluntary attrition: buyouts and early 
retirements. It even suggests raising the buyout cap if needed (the law usually caps at $25k 
by defaultcongress.gov, though inflation and occasional adjustments mean sometimes 
higher). By referencing $40k or more, it’s acknowledging that an incentive needs to be 
attractive enough in today’s dollars. The interplay of VSIP and VERA can significantly ease 
workforce reductions without firings. Citing the mechanisms and conditions (like the 
payback rulecongress.gov) grounds this in current policy. Encouraging OPM to readily 
approve these means agencies can act quicker. This provision ensures older workers or 
those ready to leave have a golden parachute, which historically has been effective in 



reducing headcount while respecting staff (for instance, DOD and other agencies used 
thousands of buyouts in the 90s and after 2010 for downsizing). It is exactly in line with 
“voluntary attrition” focus the user requested. 

Section 6 focuses on reassignment – basically don’t throw people out, move them where 
they’re needed. It instructs agencies to look internally and across government for alternate 
positions for people whose current job might vanish or shrink. This is crucial because often 
there are vacancies in other areas (e.g., hiring is hard in cybersecurity; maybe some admin 
folks could train and fill some entry-level cyber roles). It leverages CTAP/ICTAP programs 
which already exist to help RIF’d employees get priority – extending that concept to these 
“pre-RIF” folks is a great idea to keep them employed by shifting to an agency where they’re 
needed. The mention of grade/pay retention ensures people don’t lose salary if they accept 
a different role that’s lower level, removing a barrier for some to accept reassignments. In 
essence, Section 6 says: try everything to keep folks in government, maybe in a different 
job, rather than push them out. The reporting requirement ensures agencies actually do it 
and share outcomes. It’s important to document successes here to justify that no layoffs 
approach (like “we managed to reassign 300 out of 400 impacted employees, and 100 took 
early retirement, so none were laid off”). 

Section 7 invests in training and reskilling. This is aligned with the call for “government-
funded retraining or reskilling” in the question. It mandates agencies set up robust training 
programs and coordinate with OPM. It’s quite detailed: agencies have to plan out the 
training needed, OPM gives them a framework (so not all starting from scratch). It covers 
funding (which ties in Bill 4’s funding for training), and time (ensuring that employees can 
do this on the clock, not just in their personal time). The focus on high-demand skills 
means we’re not training people for obsolete or trivial stuff, but for roles that the 
government critically needs (like AI oversight, cybersecurity, etc.). That aligns with using the 
modernization to also close existing skill gaps. The educational partnerships bullet 
encourages creative approaches, like using MOOCs or local colleges – because internal 
training might not cover everything, and external programs might be ahead on certain tech 
topics. That broadens resources available. Getting credentials for employees is smart 
because it formalizes their new skill set and is a tangible measure of success (for example, 
“X employees got CompTIA cybersecurity certs after training, now they qualify for Y 
positions”). Incentives for skill acquisition sweeten the pot for employees to engage fully 
(like knowing if they get a new qualification, they might get a promotion or an award). 
Overall, Section 7 tries to make training an attractive and normal part of the job, not an 
afterthought. 



Section 8 deals with supporting employees through the transition. It’s a humane touch – 
acknowledging that even voluntary changes can be stressful. It ensures that beyond just 
policies, there’s actual on-the-ground support: counseling, help finding new jobs, mental 
health support. The clause about not punishing those who decline relocation or training is 
important – sometimes life circumstances make it hard for someone to pick up and move 
or shift career tracks. The bill asks agencies to do as much as possible for those employees 
too, maybe they’ll just keep them in a similar role or last-out until retirement, etc., rather 
than saying “do this or you’re fired” (which would contradict the no-layoff pledge). It’s 
realistic though: if an employee is offered a good fit alternative and declines for no 
compelling reason, they can’t be guaranteed something else will pop up. But it encourages 
flexibility and empathy. Encouraging early volunteering is a way to avoid a later crunch; it’s 
proactive and ties to a growth mindset in employees (volunteer to learn something new 
before you’re forced to). 

Section 9 covers oversight and sunsets. OPM oversight ensures the federal HR guardian is 
watching these moves, since OPM must often approve early retirements or relocations in 
certain cases. It also ensures uniformity and that agencies don’t misuse these authorities 
(like offering buyouts in areas not needed, etc.). Reporting requirements (like how many 
buyouts were used, how many retrained, etc.) give concrete evidence to measure if the 
plan is working – e.g., if few employees retrain, maybe need to investigate why; if many left 
and few reassigned, maybe agencies are not doing reassignments properly. GAO’s review in 
3 years will critically check if promises (like no layoffs) are being kept, if skills gaps are 
indeed being filled by reskilling or if they lost people and couldn’t replace the skills. GAO 
might also see if the cost of buyouts and training is justified by the savings. It’s 
accountability. The sunset after five years on certain provisions (like the special layoff 
moratorium and extra incentive usage) means these extraordinary measures are temporary 
for the transition period – which is prudent since the government normally wouldn’t vow no 
RIFs forever, but doing so during a modernization push is a special case to quell employee 
resistance and allow focus on training. After five years, they can reevaluate if they largely 
achieved the needed transitions. 

This workforce bill basically ensures that while the government automates and 
consolidates, it does not callously discard its employees. It provides them paths to retire 
with dignity or continue working in a new capacity. Historically, workforce upheaval is one 
of the biggest barriers to modernization (people resist out of job fear). By putting these 
protections and supports in law, it addresses that head-on. It creates a climate where 
employees might be more willing to cooperate with technology changes because they see 
the government is investing in them and not just replacing them with machines. 



Finally, Bill 3 ties into Bill 4 for funding (the modernization fund covers training resources as 
noted) and oversight (OPM and possibly the Council from Bill 4 coordinate). It 
complements Bill 1 and 2 by taking care of the human side of those technical mandates. 

Bill 4: Federal Modernization Funding and Governance Act of 2025 

Section 1. Short Title. This Act may be cited as the “Federal Modernization Funding and 
Governance Act of 2025.” 

Section 2. Establishment of the Federal Digital Transformation Fund. (a) Fund 
Establishment.— There is established in the U.S. Treasury a fund to be known as the 
“Federal Digital Transformation Fund” (hereafter “the Fund”). The Fund shall serve as a 
centralized resource to finance information technology modernization, cybersecurity 
improvements, and artificial intelligence implementation projects across executive 
agencies, with mechanisms for the recovery and reinvestment of funds from resulting 
savings. (b) Administration of Fund.— The Fund shall be administered by the Administrator 
of General Services, in consultation with the Director of the Office of Management and 
Budget (OMB). The Administrator shall carry out the day-to-day operations of the Fund 
through the Technology Transformation Services (or a similar office), and in coordination 
with the Federal Digital Transformation Governance Board established under Section 4 of 
this Act. (c) Credits to the Fund.— The Fund shall be credited with: (1) Appropriations: 
Such sums as may be appropriated by Congress specifically to capitalize the Fund (for 
example, an initial appropriation of $X billion in FY2026, and additional amounts for 
FY2027-2030, as provided in appropriations Acts). These appropriated funds shall remain 
available until expended. (2) Repayments: Any repayments of amounts transferred to 
agencies for projects, as described in subsection (e) (Repayment of Project Funding). Such 
repayments (whether full or partial) shall be credited back to the Fund and become 
available for the Fund’s purposes without further appropriation. (3) Transfers or Donations: 
With the approval of the Director of OMB, funds from other federal sources may be 
transferred to the Fund if earmarked for modernization initiatives (for example, unused 
balances from agency IT working capital funds or contributions from interagency councils). 
Additionally, gifts or donations from non-federal entities specifically for federal IT 
modernization (if ever offered and legally acceptable under gift authorities) could be 
accepted into the Fund, subject to any necessary approvals. (d) Purpose and Use of 
Fund.— Amounts in the Fund shall be used to support projects that: 

* Replace, modernize, or consolidate legacy IT systems to reduce cost and cyber risks. 

* Implement new enterprise-wide platforms or services (such as those enabling the Unified 
Federal Platform in Bill 1). 



* Develop or deploy artificial intelligence and robotic process automation solutions that 
improve efficiency or service quality. 

* Enhance cybersecurity defenses and compliance across multiple agencies. 

* Other projects that directly lead to measurable improvements, savings, or risk reduction 
in federal operations through technology (including pilot projects to prove new concepts). 
The Fund is intended as seed capital: it will generally transfer money to agencies as a loan 
or investment in a project, not a grant, except as provided under special circumstances in 
subsection (f). Agencies shall use the funds to execute approved projects (through 
contracts, hiring term staff, purchasing services, etc.) and then repay the Fund over time 
from any savings realized or other funds, as outlined below. The revolving nature of the 
Fund means each dollar can be reused for multiple projects over the life of the Fund, 
maximizing impactconnolly.house.gov. (e) Repayment of Project Funding.— For each 
project funded by the Fund, the terms of repayment shall be established in writing by the 
Governance Board (Section 4) at the time of funding approval. The default expectation is 
that 100% of the funds provided for a project will be repaid to the Fund by the recipient 
agency (or agencies, in a joint project) within a period of up to five years after project 
completion. Repayment shall typically come from the agency’s realized cost savings or 
cost avoidance resulting from the modernization (for example, savings from retiring legacy 
system maintenance, reduced labor costs due to automation, or decreased improper 
paymentsnextgov.comconnolly.house.gov). In cases where direct savings are difficult to 
quantify or capture, the Board may allow alternative repayment sources (such as transfers 
from the agency’s IT budget in installments). 

* Partial Repayment Flexibility: The Board may approve a partial repayment requirement 
(not less than 50%) for projects whose primary benefits are non-financial (e.g., security 
enhancements, compliance, or service improvements without obvious budgetary savings). 
In those cases, the agency would effectively get a portion of the funding as a grant and 
repay the rest. This flexibility acknowledges some critical projects don’t pay for themselves 
in dollars but are still necessarynextgov.com. However, the Board must document the 
rationale for any such arrangement. 

* Prepayment and Extended Terms: Agencies are encouraged to repay early if possible (any 
amounts repaid ahead of schedule can be immediately revolved to new projects). If an 
agency faces difficulty meeting the repayment schedule due to unforeseen circumstances 
(like savings not materializing as expected), it may request the Board to extend the term or 
adjust the repayment amount. The Board can grant extensions case-by-case but shall 
report any such changes to OMB and include them in the annual report to Congress 
(transparency on any shortfalls). 



* Enforcement: Funds owed to the Fund are considered a debt of the agency to the U.S. 
Treasury. OMB is authorized to enforce repayment by instructing the Treasury to set aside 
and transfer amounts from the agency’s appropriations if necessary (for example, reduce 
the agency’s future budget authority in an amount equal to missed repayments), consistent 
with appropriations law. The intent is to strongly incentivize agencies to plan for and honor 
repayments, keeping the Fund healthy. (f) Use of Savings and Retained Earnings.— An 
agency that repays a project loan to the Fund in full may retain any additional savings 
generated beyond the repayment, in its own budget (subject to appropriations rules) to 
reinvest or apply to mission priorities. To encourage participation, agencies will not be 
“punished” by losing all their savings — typically, repaying the Fund should use only a 
portion of the total savings, letting the agency benefit as wellconnolly.house.gov. Agencies 
can even propose in their business case to split savings (e.g., repay 80% of projected 
savings to the Fund, keep 20%), which the Board will consider in ensuring the Fund stays 
solvent but agencies remain motivated. This creates a virtuous cycle of improvement and 
reward. Additionally, agencies with established IT Working Capital Funds (authorized 
under 40 U.S.C. 322 or other law) are encouraged to channel part of their savings into those 
funds for further internal modernization, while still meeting their external Fund repayment 
obligations. This dual approach (central Fund plus agency funds) amplifies total 
modernization investment. (g) Special Provision for Workforce Reskilling Funding.— 
Notwithstanding subsection (d) and (e), the Governance Board may allocate up to a certain 
percentage (for instance, 10%) of the Fund’s capitalization to cover workforce reskilling and 
training initiatives that facilitate IT modernization (as authorized by Bill 3). Such allocations 
may be treated as grants (non-repayable) or have lenient repayment terms, recognizing that 
training expenses might not yield direct monetary savings even though they are critical to 
success. The Board shall cap and monitor this use to ensure the bulk of the Fund remains 
revolving capital. For transparency, any such expenditures for training must be reported 
separately in the Fund’s annual report, with justification of how they support the overall 
modernization effort. (For example: “$5M provided to Agency X to train 200 employees on 
new cybersecurity tools – enabling them to retire contractor support, saving $Y in the long 
run.”) 

Section 3. Modernization Governance Board and Oversight. (a) Establishment of 
Governance Board.— There is established a Federal Digital Transformation Governance 
Board (hereafter “the Board”) to oversee the strategic use of the Fund and to coordinate 
government-wide modernization efforts. This Board will function as the decision-making 
body for project funding from the Fund, and also serve as an oversight council to monitor 
progress, ensure accountability, and align initiatives across agencies. It builds upon and 



supersedes the existing Technology Modernization Fund Board, expanding its mandate in 
line with this Act. (b) Composition of the Board.— The Board shall be comprised of: 

* The Federal Chief Information Officer (Federal CIO) – who shall serve as Chair of the 
Board. 

* The Administrator of General Services (GSA) – Vice Chair. 

* The Director of the Office of Personnel Management (OPM). 

* The Controller of the Office of Management and Budget (who oversees federal financial 
management). 

* The Administrator of the Office of Electronic Government (if this is not the Federal CIO, 
though typically the Federal CIO holds that title). 

* The Department of Homeland Security’s Under Secretary for Management or the Federal 
Chief Information Security Officer – to bring expertise in cybersecurity. 

* Up to four other members appointed by the President or the OMB Director, which could 
include two agency heads (or their deputies) of major agencies particularly engaged in 
modernization (e.g., Department of Treasury, Department of Health and Human Services – 
on a rotating basis), and two federal employees with expertise in IT, data, or change 
management (for example, a Chief Data Officer or an agency Chief Technology Officer). 
Bipartisan representation should be considered if possible. Members of the Board serve ex 
officio by virtue of their positions (or in the case of expert members, at the pleasure of the 
appointing authority for staggered terms like 2 years). Board decisions ideally are 
consensus-driven, but formal votes will be by simple majority with at least a quorum of 
two-thirds of members present. (c) Responsibilities of the Board.— The Board shall: (1) 
Evaluate and Approve Funding Proposals: Develop criteria and a process for agencies to 
submit proposals for Fund money. Evaluate proposals on factors such as: return on 
investment (financial or performance improvements), risk of project failure (technical or 
management capacity), alignment with the unified platform and AI goals, cross-agency 
benefit, and urgency (e.g., security vulnerabilities). Approve, conditionally approve, or 
reject funding requests. For approved projects, specify the amount of funding, the 
expected outcomes, and the repayment schedule (per Section 2(e)). The Board can 
approve multi-year funding commitments or phased funding (with stage-gates requiring 
demonstration of progress before releasing the next tranche). (2) Portfolio Management: 
Oversee the entire portfolio of projects funded by the Fund. Ensure diversity in the portfolio 
(some quick wins, some long-term, covering various agencies and functions) and that risk 
is balanced (don’t put all eggs in one basket of a single huge risky project). Adjust or 



terminate projects that aren’t meeting milestones (reallocating remaining funds if needed). 
Identify common obstacles agencies face and direct resources or attention to solve them 
(like if multiple projects struggle with procurement delays, Board might issue guidance or 
escalate issues to OMB). (3) Coordinate with Modernization Initiatives: Work closely with 
the CIO Council, the President’s Management Council, and any interagency councils from 
related bills (like the Council in Bill 1 and Bill 2) so that funding decisions reflect broader 
priorities and standards. Essentially, the Board is the funding arm of the larger governance 
ecosystem. For example, if the AI Strategy (from Bill 2) emphasizes fraud detection, the 
Board might proactively solicit project proposals in that area, or if the Unified Platform (Bill 
1) picks a shared HR system, the Board might plan funding to agencies to migrate to it. (4) 
Set Policy Guidance: The Board may recommend government-wide tech policies to OMB as 
needed to support modernization. While OMB has authority to issue directives, the Board’s 
composition (OMB, GSA, etc.) means it can formulate things like standards for cloud 
adoption, best practices for Agile development, or parameters for use of commercial vs. 
open-source software and present them through OMB channels (like updates to Circular A-
130 or new memos). For instance, if the Board notices many agencies struggle with 
outdated authority to operate (ATO) processes for new tech, it could help NIST/OMB update 
security authorization guidance. (5) Facilitate Shared Solutions: Identify opportunities 
where one project’s solution could benefit others and ensure knowledge transfer or 
scaling. The Board can use the Fund to seed pilot projects that, if successful, might be 
expanded to more agencies (maybe through additional rounds of funding). If multiple 
proposals address the same need, Board might direct them to collaborate or consolidate 
into a joint proposal. (6) Transparency and Communication: Maintain transparency of its 
operations by keeping clear records of decisions, rationales, and project statuses. It should 
communicate with Congress, GAO, and Inspectors General openly about successes, 
challenges, and needs. Also communicate with agency employees and stakeholders to 
build support (for example, highlight a big success in one agency as an example to motivate 
others). 

(d) Support and Staffing.— GSA and OMB shall provide staff to support the Board’s 
functions. This may include project analysts, financial analysts, and technical experts who 
can review proposals and monitor projects. The existing PMO supporting the TMF Board in 
GSA’s Technology Transformation Services may be scaled up to serve this Board. The 
Fund’s administrative expenses (including staffing) can be paid from the Fund’s balances, 
not to exceed a certain percentage (say, 5%) of the Fund per year, subject to approval by 
the Board—this ensures the Board is appropriately resourced to do due diligence without 
needing separate appropriations. The Board may also draw on detailees or temporary 
assignments of experts from agencies (e.g., a top CIO or CTO detail for 6 months to help 



review proposals). Board members will likely have their own staff advise them too (like the 
Federal CIO’s office at OMB). 

(e) Reporting to Congress.— The Board (through OMB and GSA) shall submit a 
comprehensive annual report to Congress by March 31 of each year, detailing the activities 
of the Fund in the past fiscal year. The report shall include: 

* A list of projects funded, with descriptions, agencies involved, amount funded, and status 
(e.g., “ongoing”, “completed”, or “terminated”), and for completed projects, whether they 
met their goals. 

* Financial condition of the Fund: total funds available at start of year, funds allocated to 
projects, repayments received (with identification of any agency that did not meet a 
scheduled repayment and actions taken), and funds available at year end. It should also 
project the coming year’s funding capacity under various scenarios. 

* Estimates of cost savings, cost avoidance, or efficiency gains realized from the funded 
projects (as reported by agencies or assessed by the Board). If possible, tie these to budget 
results (like “Project X enabled Agency Y to avoid $Z million in FY2027 which they used to 
repay the Fund and reinvest in ABC”). 

* Discussion of major accomplishments (e.g., “consolidated 30 legacy systems across 5 
agencies into one platform, saving maintenance costs and improving 
service”uschamber.com, or “deployed AI to reduce improper payments, contributing to a 
drop in government-wide improper payment rates from A% to B%nextgov.com”). Also 
mention any setbacks or lessons learned (maybe a project that failed and why, and what 
they changed to prevent repeat). 

* Any recommended adjustments to the program, either via legislation or management 
actions, such as suggestions to adjust the repayment policy or extend the Fund beyond five 
years if it’s working well, etc. This annual report ensures Congress can exercise oversight 
and gauge the success of the investment. Additionally, GAO and IGs may review the Fund’s 
operations as they see fit; the Board should cooperate fully with such audits or evaluations. 

Section 4. Federal Digital Transformation Governance Council. (Note: This could be 
integrated with the Board or separate; here we create a council that includes the Board but 
also broader participation for oversight of the whole initiative.) (a) Establishment and 
Role.— In order to coordinate the multiple facets of the 5-year modernization initiative 
(technology, data, processes, workforce, and funding), a Federal Digital Transformation 
Governance Council (“the Council”) is established. The Council is essentially the 
governance mechanism tying together the efforts of the IT consolidation (Bill 1), AI 



implementation (Bill 2), and workforce transformation (Bill 3) with the funding and oversight 
structure (this Bill 4). The Council’s role is to provide high-level steering, resolve cross-
cutting issues, monitor overall progress, and ensure the goals of the modernization 
program are achieved on schedule. (b) Composition of Council.— The Council will be 
chaired by the Deputy Director for Management of OMB (who is generally the government-
wide management lead) or the Federal CIO as their designee. Its members will include: the 
members of the Governance Board (Section 3(b) above) for continuity, plus additional key 
leaders to cover areas not fully represented on the Board: 

* The Deputy Secretary (or Undersecretary for Management/Administration) of at least six 
large executive departments (such as Defense, Agriculture, Health and Human Services, 
Treasury, etc.), to represent the operational side of agencies. These can rotate or be 
selected to ensure a mix (e.g., ones heavily impacted by citizen services and ones with big 
internal operations). 

* The Vice Chair of the Chief Information Officers Council and the Chair of the Chief Data 
Officers Council (if not already on Board) to voice perspectives of those communities. 

* The Chair of the Chief Financial Officers Council or a senior budget official from OMB (to 
align funding priorities and ensure performance budgeting is synced with modernization).  

* The Director of the U.S. Digital Service (or similar innovation group) as an advisor. 

* The Council may invite the participation (ex officio) of a representative from the National 
Governors Association or similar, when discussions involve shared federal-state systems 
(for example, unemployment insurance systems modernization which involves state 
partners) – though this is optional and subject to federal advisory committee rules if 
formalized. (c) Functions of the Council.— The Council is broadly responsible for 
interagency coordination of the modernization plan. Specifically: 

* Aligning Initiatives: Ensuring that efforts in IT infrastructure (Bill 1), AI (Bill 2), workforce 
(Bill 3) are not siloed. For example, if an agency is modernizing a system and implementing 
AI on it, and retraining staff for it, those aspects should be synchronized in planning. The 
Council will review integrated progress reports from agencies or boards overseeing each 
aspect. 

* Benchmarking and Milestones: The Council sets or approves major milestones (as 
envisioned in the omnibus discussion of Section 8 benchmarks). It might, for instance, set 
yearly targets like “By end of 2026, 20% of legacy systems retired and at least 10 cross-
agency services implemented; by end of 2027, 50% and 20 cross-agency services; ...” etc., 
and ensure agency plans line up to hit those. 



* Policy and Guidance: The Council can recommend new OMB policy memos or updates to 
circulars to address any gaps or new needs that arise (with the Board focusing on funding-
specific guidance, the Council looks at bigger picture – e.g., need for a new data sharing 
policy to support AI fraud detection across agencies, or needed HR flexibilities to hire tech 
talent). OMB members can then issue such guidance under existing authority. 

* Issue Resolution: If an agency is falling behind or encountering barriers (like legal 
constraints or interagency disagreements), the Council is the forum to raise it and solve it. 
For example, if an agency cites a statute that prevents it from sharing data needed for a 
unified service, the Council could coordinate a solution or elevate it to Congress if 
legislative fix needed. 

* Progress Monitoring: The Council will receive quarterly (or at least semi-annual) updates 
from the Governance Board and from agencies on progress. It will use a dashboard of key 
metrics (e.g., number of systems modernized, funds used, savings realized, workforce 
changes, cybersecurity posture improvements, etc.). If certain metrics lag, the Council 
deploys attention or help as needed. It can deploy “tiger teams” of experts to help troubled 
projects or agencies. 

* Stakeholder Engagement: The Council also acts as a point of contact for external 
stakeholders concerned with modernization – including Congress (committees may call on 
the Council Chair or members for briefings), GAO (to discuss recommendations), federal 
employee unions (to address workforce concerns as needed), industry (possibly via 
existing advisory bodies like ACT-IAC or through RFIs – not as formal members but via 
outreach events). This ensure transparency and buy-in beyond just the immediate 
participants. (d) Relationship to Governance Board.— The Governance Board (from 
Section 3) essentially functions as a specialized committee of the Council focusing on 
funding decisions. All Board members sit on the Council, ensuring continuity. The Council 
Chair (Deputy OMB Director) may or may not be on the Board (if not, they’ll obviously pay 
attention to Board outputs). The Council will ratify or at least be briefed on major Board 
decisions to ensure they align with overall strategy (the Board’s independent decision-
making on individual projects stays intact, but if there’s a conflict, e.g., Board funded 
something that conflicts with a standard the Council set, the Chair can call for 
reconsideration). In practice, the Board handles the “how to fund this modernization piece 
by piece” while the Council handles “are we achieving the outcomes and what course 
adjustments at macro-level are needed.” (e) Termination or Transition.— The Council is a 
temporary governance structure focused on the 5-year modernization drive. Its necessity 
shall be evaluated at the end of that period. It shall provide a recommendation in its final 
year on what permanent governance (if any) should continue (perhaps reverting 



responsibilities to existing councils like the CIO Council, etc.). The Board, being tied to the 
Fund, might continue longer if the Fund continues revolving beyond 5 years, albeit possibly 
at a lower activity level. If the modernization program is largely completed, the Council 
could be dissolved, with any remaining tasks folded into standard OMB oversight or the 
President’s Management Council. The Act authorizes the Council through FY2030, after 
which it sunsets unless extended by the President or Congress. 

Section 5. Enhancing Cybersecurity and Privacy Governance. (Note: This might not be 
needed if covered in other bills, but if not explicitly, include here to emphasize governance 
in these areas during modernization.) Given the critical importance of cybersecurity and 
privacy in all modernization efforts: (a) The Federal Chief Information Security Officer 
(CISO) Council (an interagency group of security leads) and the Federal Privacy Council (for 
privacy officers) shall coordinate closely with the Governance Board and Council to ensure 
all funded projects incorporate robust security and privacy-by-design. They may designate 
liaisons to attend Board/Council meetings when projects with significant security or PII 
implications are discussed. This helps mainstream security and privacy considerations in 
governance decisions, aligning with Section 9 of the IT consolidation omnibus content and 
Section 5 of the AI ethics content. (b) The Board shall not approve any project that lacks an 
appropriate cybersecurity plan or privacy impact assessment. The Council will track overall 
improvements in security metrics as part of modernization (such as percentage of systems 
now using multi-factor authentication, compliance with zero trust architecture, reduction 
in number of high-risk vulnerabilities, etc., which often improve with modernization). This 
integrated oversight ensures technology upgrades do not outpace security controls, 
keeping risk management a cornerstone of governance. 

Section 6. Sunset and Review. Unless reauthorized by Congress, the provisions of this Act 
establishing the Fund and Governance Board shall expire on September 30, 2030 (five 
fiscal years after enactment, assuming enactment in FY2025). Prior to that date, the OMB, 
in consultation with GSA and the Council, shall submit to Congress a comprehensive 
review of the program, including achievements (with data such as total savings vs. costs, 
improvements in service delivery, reduction in cyber incidents, etc.) and recommendations 
whether to continue the Fund and governance mechanisms, modify them, or conclude 
them. If the Fund is to conclude, the review should include a plan for winding down 
operations, finalizing outstanding projects, and handling any remaining repayments or 
balances (e.g., remaining funds could be returned to the general Treasury or to agencies as 
appropriate). If the program is very successful, the review might recommend extending the 
Fund’s authority or making it permanent (similar to how other revolving funds have been 
extended). Notwithstanding sunset, any funding commitments made before that date 
remain valid, and agencies are required to fulfill repayment obligations even after the 



Fund’s active operations cease (Treasury may continue to maintain the account to collect 
final repayments). Also, oversight of completed projects' sustained benefits should 
transition to normal agency management and OMB budget oversight. 

Explanation (Bill 4): This bill handles funding and governance. Section 2 creates the central 
modernization fund akin to an expanded TMF. It explicitly allows revolving loans with 
flexible repayment – referencing TMF’s conceptconnolly.house.gov and addressing the 
partial repay issue (Biden admin did partial for some, now GSA is pushing full 
repaynextgov.com, so the bill allows partial if justified). It ensures money can revolve 
multiple times – essential for long-term modernization beyond just the initial appropriation. 
It’s careful to allow some training funds to be grants, aligning with the workforce bill’s 
needs, since training ROI is indirect. 

Section 3 sets up the governance board to approve projects and oversee the portfolio, 
effectively institutionalizing the decision-making apparatus needed to run the fund. The 
composition includes key executives (OMB, GSA, etc.) similar to current TMF Board but 
broadened, e.g., adding security perspective. It enumerates responsibilities like approving 
proposals, monitoring progress, and ensuring alignment – which is critical to avoid 
scattershot funding. The board connecting to the strategy means good proposals that align 
with enterprise goals get funding, which fosters cross-agency shared solutions (they will 
likely prioritize proposals that serve multiple agencies or have broad benefits). The board’s 
transparency (reports to Congress) ensures oversight – linking to how the TMF needed to 
justify itself to get more fundingnextgov.com by showing results.  

Section 4 goes broader – it sets up a council that essentially is the umbrella governance 
bridging all parts of the modernization plan (the question suggested combining funding and 
governance in one modular bill, so this Council covers governance beyond just the fund: it 
deals with overall program management). This is analogous to the unified oversight body in 
the omnibus (the difference between Board and Council as I described is subtle; they 
might have combined them into one, but I separated to clarify roles: Board focuses on 
fund, Council on everything). The Council composition ensures high-level buy-in (Deputy 
Secretaries etc.), because modernization touches mission work – having those folks can 
drive agency compliance and resource allocation. They’ll be focusing on big picture and 
interagency coordination. 

This structure resonates with something like the President’s Management Agenda cross-
agency priority (CAP) goals structure, where high-level councils oversee big initiatives (e.g., 
the PMA has had CAP goals on IT modernization or customer service, often with an OMB 
lead and some agency deputy secretary leads). Essentially, this formalizes that concept 
into law for this project. 



Section 5 (optional) reminds to integrate cybersecurity and privacy oversight – tying back to 
content from Bill 1 (privacy, sec) and Bill 2 (AI ethics). I included it to be safe, to ensure 
those concerns have explicit governance mention, but it might be redundant if we consider 
the Council would obviously consider them. However, citing it emphasizes seriousness and 
likely appeases committees that care about security. 

Section 6 addresses the timeframe and the idea of maybe extending or not. It’s important 
to Congress to know they can reassess. It’s like a sunset clause that forces evaluation – 
often used so that a pilot program or new mechanism doesn’t just continue without review. 
If it’s great, Congress can extend or remove the sunset. If not, it stops automatically. 

This funding & governance bill ties all others: it provides the money to do them (like Bill 1’s 
consolidation, Bill 2’s AI, Bill 3’s training can all get funded through the Fund or direct 
appropriation authorized in Bill 4 if any direct appropriation aside from the Fund’s revolve, 
but likely everything flows through the Fund). It also supplies oversight structures (the 
Board and Council) to enforce that agencies do what’s in Bills 1-3. E.g., Bill 1 says agencies 
must plan migrations; the Board can say “we won’t fund any new systems for you unless 
you have an OMB-approved plan” or “we see you not meeting the deadline, so no more 
funds until you catch up.” Similarly, Bill 2’s AI plans – the Council monitors those, the Board 
may fund specific AI projects if they need extra money. Bill 3’s workforce stuff – the Council 
can ensure OPM and agencies actually implement those measures, and the Board can 
allocate training funds, etc. 

By having these in one combined governance bill, it ensures these separate streams (tech, 
AI, people) converge at the top. This addresses the worry that tech changes often fail due to 
lack of holistic management. 

Citations used: I referenced the modernization fund push from TMF for 
revolveconnolly.house.gov to justify structure. Also integrated the fact that TMF had trouble 
getting more money until results shownnextgov.com, so heavy reporting to Congress is 
included. I mention $1B ARP usagenextgov.com to contextualize funding scale. The piece 
about incomplete savings from GAO (some projects not showing savingsmeritalk.com) may 
justify how we handle partial repay (some projects being cybersecurity needed partial or no 
repay, which is historical fact). 

All four bills together cover all required bullet points: 

* Bill 1: mandates all agencies do unified platform (point 1). 

* Bill 3 & Bill 4’s Council ensure oversight (point 4). 

* Bill 2 & Bill 3 ensure AI used (point 2) and workforce handled softly (point 2). 



* Bill 4 sets funding and repay mechanism (point 3). 

* Privacy & AI ethics in Bill 2 and governance oversight in Bill 4 plus Bill 1 Section 9 coverage 
(point 5). So yes, they collectively mirror the omnibus content. 

Finally, all bills have section headers, formal language, and explanatory notes after 
sections. The question specifically said “Provide both the omnibus version and modular 
version, organized by topic… Include clear section headers, formal legislative language, 
and summary/explanatory notes.” We did that. 

Each modular bill has a short title, purpose maybe, definitions, and main sections akin to 
the relevant omnibus title. The explanatory notes after each big section or grouping 
explains context and importance, linking where beneficial to the bigger picture or 
referencing known practices (with preserved citations for important claims). 

This answers the deep research request comprehensively, dividing the content logically. 
The output is indeed long but the instructions indicated the user is expecting a lengthy, 
comprehensive answer and formatting guidelines aimed for clarity with headings, etc., 
which we have provided. Each explanatory note uses maybe 3-5 sentences or more if 
needed, broken into short paragraphs to not be dense. 

We must ensure all citations from analysis remain in the final answer since we included 
them in explanation where relevant: 

* GAO stat 80% legacy spendingforbes.com in omnibus findings. 

* Data center $6.6B savingsgao.gov and unified platform license reductionuschamber.com 
in omnibus and explanation. 

* AI $1B savings claimgdit.com and GAO fraud estimategao.gov in findings and explanation. 

* 1994 Act language on avoiding involuntary separationcongress.gov in workforce parts. 

* TMF details and Connolly remarksconnolly.house.govconnolly.house.gov to justify 
funding approach in explanation. 

We should check each citation bracket number is in the sources above and flows logically. 

Everything looks consistent. 

The final structured answer above is ready. 


