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What GAO Found

IRS had 126 active artificial intelligence (Al) use cases—applications of Al for a particular business need—in its
inventory as of June 2025. These 126 use cases included 65 that were either too sensitive for public reporting or
were research and development efforts exempt from public reporting. Although IRS has been using Al for several
years, its inventory has grown rapidly since reporting 10 use cases in August 2022. IRS categorized most use cases
in the June 2025 inventory as either improving (1) operational efficiency or (2) tax compliance and fraud detection.
IRS listed 61 percent (77 of 126) of use cases as in development in June 2025 (see figure).
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Source: GAO analysis of Internal Revenue Service’s (IRS) June 2025 Al use case inventory. | GAO-26-107522

Category Number of cases
Tax compliance and Fraud 43
Operational Efficiency 59
Taxpayer Services 24

Source: GAO analysis of Internal Revenue Service's (IRS) June 2025 Al use case inventory. | GAO-26-107522

Major staffing reductions at IRS in 2025 could greatly affect its ability to use Al. For example, officials in the
Research, Applied Analytics and Statistics group said they lost 63 employees who had been working full- or part-
time on Al. Other IRS units also reported reductions in staff that support Al efforts, in addition to organizational and
contractual changes. Still, IRS officials stated that the agency plans to use more Al in the future. However, IRS
officials said they had not identified skills needed to support Al or developed a plan to address the skills gaps. The
recent staff reductions, the intent to pursue additional Al initiatives, and the absence of a plan to address Al skills
gaps increase the risk that IRS Al efforts will not succeed.

In addition, IRS'’s inventory did not always include quality information. For example, GAO determined that over 25
percent of use cases did not include information on how the use case was to benefit the agency. GAO also identified


mailto:McTigueJ@gao.gov

use case inventory omissions. For example, GAO identified several Al-enabled tools IRS officials said were
contracted to help build criminal cases. These tools were not included in the inventory. Improved IRS processes and
internal communications can address these shortcomings.

IRS’s Al governance process had several entities with oversight of individual Al use cases. However, none were
responsible for managing Al investments across the agency. Further, IRS does not have a process to ensure its Al
investments are contributing to agency-wide goals. Given the risks facing IRS, a more strategic approach is
warranted that enables IRS to identify high-value Al initiatives that contribute to agency-wide goals.

Why GAO Did This Study

IRS has used Al for many years. It has numerous Al initiatives under development and in operation, including in
areas such as taxpayer service and audit selection. However, future IRS funding, strategy, and staffing levels are
uncertain. This dynamic environment highlights the importance of understanding how Al can deliver results for IRS.

GAO was asked to review IRS’s use of Al. This report assesses (1) how IRS uses Al and how resource changes at
IRS could affect Al efforts; (2) the quality of information in IRS’s Al inventory; and (3) how IRS strategically manages
its Al investments.

GAO reviewed IRS’s internal and public Al inventories, and relevant Department of the Treasury and IRS
documents. GAO compared information in and processes for managing IRS’s Al inventory to IRS policy and
guidance, law, government-wide guidance, and leading practices. In addition, GAO compared IRS’s efforts to
manage its Al investments against federal guidance and leading practices. GAO also interviewed Treasury and IRS
officials.

What GAO Recommends

GAO is making eight recommendations to IRS, including to (1) identify skills gaps and develop an Al workforce plan;
(2) implement a comprehensive quality assurance process for Al inventory entries; (3) clarify internal
communications to ensure all Al use cases are included in the inventory; and (4) require reporting on use case
alignment to strategic goals.

IRS agreed with all eight of GAO’s recommendations and described steps it plans to take, or has started taking, in
response to each recommendation. IRS also provided technical comments, which we incorporated as appropriate.
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Letter

March 24, 2026

The Honorable Terri Sewell
Ranking Member
Subcommittee on Oversight
Committee on Ways and Means
House of Representatives

The Honorable Linda T. Sanchez
House of Representatives

The use of Al has led to significant advancements, such as the automated detection of potential fraud, and
holds promise for increasing the effectiveness and efficiency of government operations. At the same time, Al
poses unique challenges for oversight because it is an emerging technology and its inputs and operations are
not always transparent. While the Internal Revenue Service (IRS) has been using Al for many years, its use of
Al has recently increased for activities such as answering taxpayer questions and helping select organizations
to audit. We previously reported on several IRS applications of Al and made recommendations to improve their
design, documentation, and effectiveness.:

Increased use of Al has been a goal at IRS for the past few years, although there have been fluctuations in
IRS’s resources and priorities. Specifically, in August 2022, the Inflation Reduction Act (IRA) provided IRS
approximately $79.4 billion in multiyear funding through fiscal year 2031.2 In April 2023, IRS published a
strategic plan to guide its investments under the IRA:3 This plan and IRS'’s 2024 update to the strategic plan
cited Al technologies as key components of IRS’s plans to modernize operations to become a “digital-first
agency” and narrow the tax gap.4

1GAO, Tax Gap: IRS Should Take Steps to Ensure Continued Improvement in Estimates, GAO-24-106449 (Washington, D.C.: May 6,
2024); Tax Enforcement: IRS Audit Selection Processes for Returns Claiming Refundable Credits Could Better Address Equity,
GAO-24-106126 (Washington, D.C.: Apr. 25, 2024); and Tax Enforcement: IRS Audit Processes Can Be Strengthened to Address a
Growing Number of Large, Complex Partnerships, GAO-23-106020 (Washington, D.C.: July 27, 2023). As of December 2025, IRS had
implemented two of the 16 recommendations in these three reports.

2|nflation Reduction Act of 2022, Pub. L. No. 117-169, tit. I, subtit. A, pt. 3, § 10301, 136 Stat. 1818,1831-1833.

3Internal Revenue Service, Internal Revenue Service Inflation Reduction Act Strategic Operating Plan: FY2023-2031, Publication 3744
(Washington, D.C.: April 2023).

4Internal Revenue Service, 2024 IRA Strategic Operating Plan Annual Update Supplement, Publication 3744-A (Washington, D.C.:
April 2024).
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Subsequent laws have rescinded or prevented IRS from spending about two-thirds of the amount provided to it
in the IRA, reducing the amount IRS can spend to approximately $25.9 billion.5 In addition, the President’s
budget proposal for fiscal year 2026 recommended a further recission of $16.5 billion of IRA funds as well as
an approximately 20 percent decrease in annual appropriations from fiscal year 2025.6 Nonetheless, officials
from the Department of the Treasury and IRS continue to cite Al technologies as tools that can help increase
efficiency and better serve taxpayers. Uncertainty around future IRS funding highlight the importance of
understanding how the agency is using Al to achieve its goals.

You asked us to review IRS’s use of Al. This report assesses (1) how IRS uses Al and how resource changes
at IRS could affect Al efforts, (2) the quality of information in IRS’s Al inventory, and (3) how IRS strategically
manages its existing and planned use cases to identify potential cost savings and achieve agencywide goals.

To address our first objective, we analyzed IRS’s Al inventories from 2022 through 2025 to describe what Al
IRS uses and how its inventory has changed over time.” We used IRS’s June 2025 internal Al inventory to
describe summary statistics and other information, such as dates when use cases were initiated, the number of
use cases in development and in operation, and examples of specific use cases. We also interviewed IRS Al
governance officials about how the inventories were created and how they changed over time. We interviewed
Treasury’s Chief Information Officer and IRS officials in several business units about topics such as the effects
of changes to agency resources, priorities, or plans related to the use of Al, and workforce planning. We also
reviewed supporting documentation. We compared information to IRS policy on workforce planning, key
principles for workforce planning, and relevant aspects of Office of Management and Budget (OMB) guidance.s

To address our second objective, we reviewed the quality of IRS’s June 2025 Al inventory by assessing for
elements of accuracy and completeness.® We reviewed IRS’s policies and processes for developing an

SIn June 2023, the Fiscal Responsibility Act of 2023 rescinded about$1.4 billion of the amountappropriated for IRS. In March 2024, the
Further Consolidated Appropriations Act of 2024 rescinded an additional $20.2 billion of the amount appropriated for IRS. Enacted in
September 2024, the Continuing Appropriations and Extensions Act 2025 prevented IRS from spending an additional $20.2 billion of
IRA funding, which was reaffirmed by subsequent laws. Enacted in February 2026, the Consolidated Appropriations Act, 2026
rescinded an additional $11.7 billion approximately. See Fiscal Responsibility Act of 2023, Pub. L. No. 118-5, div. B, tit. Il, § 251, 137
Stat. 10, 30-31; Further Consolidated Appropriations Act, 2024, Pub. L. No. 118-47, div. B, tit. VI, § 640, div. D, tit. V, § 530, 138 Stat.
460,572, 708; Continuing Appropriations and Extensions Act, 2025, Pub. L. No. 118-83, div. A, 8 115, 138 Stat. 1524, 1527 (2024);
American Relief Act, 2025, Pub. L. No. 118-158, div. A, § 101, 138 Stat. 1722, 1723 (2024); Full-Year Continuing Appropriations and
Extensions Act, 2025, Pub. L. No. 119-4, div. A, tit. I, § 1101(5), (8), 139 Stat. 9, 11; Continuing Appropriations, Agriculture, Legislative
Branch, Military Construction and Veterans Affairs, and Extensions Act, 2026, Pub. L. No. 119-37, div. A, 8 115, 139 Stat. 495, 499;
Consolidated Appropriations Act, 2026, Pub. L. No. 119-75, div. B, tit. V., § 528, H. R. 7148 at 149.

6U.S. Department of the Treasury, Internal Revenue Service, Congressional Budget Justification, FY2026.

7In January 2026, Treasury published its 2025 Al inventory on http:/iwww.Treasury.gov/Al after OMB extended the deadline to publish
inventories in response to a government shutdown due to a lapse in appropriations. We generally did not assess Treasury’s 2025
inventory.

8Internal Revenue Service, Internal Revenue Manual § 6.250.2 (Aug. 17, 2020); GAO, Human Capital: Key Principles for Effective
Strategic Workforce Planning, GAO-04-39 (Washington, D.C.: Dec. 11, 2003); and Office of Management and Budget M-25-21,
Accelerating Federal Use of Al through Innovation, Governance, and Public Trust (Apr. 3, 2025).

9Accuracy refersto the extent that recorded data reflectthe actual underlying information. Completeness s the extent to which relevant
data records and fields are present and sufficiently populated. In addition, we referto completenessissueswith a foc us on the extent to
which IRS’s Al inventory contained all relevant Al use cases.

Page 2 GAO-26-107522 Artificial Intelligence


http://www.treasury.gov/AI
https://www.gao.gov/products/GAO-04-39

Letter

accurate and complete Al inventory.10 We also reviewed relevant federal law, executive orders (EO), and
government-wide guidance on creating and maintaining Al inventories.1? We conducted data reliability testing
on IRS’s Al inventories, including for completion of required fields and consistency between dates. We also
looked for possible missing entries from the Al inventory by reviewing documentation and interviewing officials
responsible for the potentially missing use cases. We compared quality issues we identified to federal law and
guidance, an EO, IRS policy and guidance, standards for internal control, and leading practices for Al
accountability .12

To address our third objective, we reviewed IRS’s June 2025 inventory to identify examples of potential overlap
or duplication in use cases. We interviewed officials responsible for or associated with those use cases to gain
further insight. We also reviewed documentation about IRS strategic goals, objectives, and priorities. We
assessed IRS Al policy and guidance to determine the extent to which they require collecting information
related to Al strategic goals and outcomes. We compared IRS’s efforts for managing Al to OMB guidance and
relevant aspects of leading practices for collaboration identified in our prior work.13

See appendix | for more information on our objectives, scope, and methodology.

We conducted this performance audit from April 2024 to March 2026 in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

10We primarily assessed IRS's 2024 and 2025 Al policies. In February 2026, IRS updated its Al policy which integrates OMB and
Treasury guidance. IRS published its 2026 Al policy while our reportwas at IRS forcomment. As such, we generally did not assess the
2026 policy. However, we mention this updated policy where relevant. Internal Revenue Service, Interim Guidance Memorandum
(RAAS-10-0524-0001), Interim Guidance for New IRM 10.24.1, Artificial Intelligence (Al) Governance and Principles (May 20, 2024);
IRS Interim Guidance Memorandum (RAAS-10- 0325-0001), Interim Policy for Al Governance (Mar. 11, 2025); and Internal Revenue
Manual, IRS Policy for Artificial Intelligence (Al) Governance, § 10.24.1.

11For example, we reviewed Exec. Order No. 13960, Promoting the Use of Trustworthy Artificial Intelligence in the Federal
Government, 85 Fed. Reg. 78939 (Dec. 8, 2020); Advancing American Al Act, Title 72, Subchapter B of the James M. Inhofe National
Defense Authorization Actfor Fiscal Year 2023, Pub. L. No. 117-263,887221-7228,136 Stat. 3668-3676 (2022) (reprinted in 40 U.S.C.
§ 11301 note); and Office of Managementand BudgetM-24-10, Advancing Governance, Innovation, and Risk Management for Agency
Use of Artificial Intelligence (Mar. 28, 2024), and M-25-21, Accelerating Federal Use of Al through Innovation, Governance, and Public
Trust (Apr. 3, 2025).

12Advancing American Al Act, Pub. L. No. 117-263, § 7225 136 Stat. 2395, 3671-3672 (2022); OMB M-25-21; Office of Management
and Budget, 2025 Al Use Case Inventory Questions; Exec. Order No. 13960; IRS Interim Guidance Memorandum (RAAS-10-0325-
0001) (Mar. 11, 2025); and GAO, Artificial Intelligence: An Accountability Framework for Federal Agencies and Other Entities,
GAO-21-519SP (Washington, D.C.: June 30, 2021), and Standards for Internal Control in the Federal Government, GAO-14-704G
(Washington, D.C.: Sept. 10, 2014).

130ffice of Management and Budget, Circular No. A-11 (2024), and M-25-21, Accelerating Federal Use of Al through Innovation,
Governance, and Public Trust (Apr. 3, 2025); and GAO, Government Performance Management: Leading Practices to Enhance
Interagency Collaboration and Address Crosscutting Challenges, GAO-23-105520 (Washington, D.C.: May 24, 2023), and
Fragmentation, Overlap, and Duplication: An Evaluation and Management Guide, GAO-15-49SP (Washington, D.C.: Apr. 14, 2015).
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Letter

Background

Evolution of Federal and IRS Requirements and Guidance on Al

Several administrations have issued EOs and Congress has passed legislation to guide and govern Al in the
federal government. In response, IRS has developed guidance around its own use of Al. Figure 1 provides a

timeline of key federal laws, EOs, and federal and IRS guidance from recent years.14

Figure 1: Timeline of Key Federal and IRS Requirements and Guidance on Government Use of Al as of June 2025
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Source: GAO analysis of key federal laws, Internal Revenue Service (IRS) and federal government guidance on Al. | GAO-26-107522

These laws, EOs, and guidance provide key information and include various requirements for federal agencies
on government use of Al to ensure its use is trustworthy and transparent, among other goals.

14During our audit, Exec. Order No. 14319 and OMB M-26-04 were also released, which introduce new requirements related to certain
Al acquisitions. However, this EO and OMB memorandum fall outside the scope of this engagement. Exec. Order No. 14319,
Preventing Woke Al in the Federal Government, 90 Fed. Reg. 35389 (July 28, 2025). OMB M-26-04, Increasing Public Trustin Artificial
Intelligence Through Unbiased Al Principles (Dec. 11, 2025).
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e The John S. McCain National Defense Authorization Act for Fiscal Year 2019 established a definition of Al
that OMB and IRS use in guidance.:s According to IRS officials, the definition of “Al” is a moving target that
the agency is closely tracking, because different government-wide guidance has used different definitions.
However, the latest government-wide guidance on agency use of Al also used this 2019 definition.16

« EO 13960, Promoting the Use of Trustworthy Artificial Intelligence in the Federal Government, established
principles for agency use of Al and introduced the first requirement for agencies to publicly report
inventories.1” This EO was signed in December 2020. Two years later, the Advancing American Al Act
codified the requirement for agencies to develop Al inventories.1#8 As a component of Treasury, IRS’s Al
inventory is published as part of Treasury’s Al inventory.

« EO 14110, Safe, Secure, and Trustworthy Development and Use of Artificial Intelligence, was issued in
October 2023 and rescinded in January 2025.1° The EO and related OMB memorandums had directed
agencies to establish Al policies.20 In response, IRS published interim policies for the agency’s
implementation, use, and governance of Al in May 2024.

« EO 14179, Removing Barriers to American Leadership in Artificial Intelligence, was issued in January
2025. It directed OMB to revise its government-wide Al guidance established under EO 14110 as
necessary to make it consistent with EO 14179.21 As a result, in March 2025 IRS issued a new interim Al
policy while awaiting updated guidance from OMB.22

e In April 2025, OMB published memorandums M-25-21 and M-25-22 to guide agencies’ use of Al in
accordance with EO 14179.23 These memorandums rescinded and replaced the previous versions related
to EO 14110 and required agencies to update policies related to Al governance and acquisitions by
December 2025. Agencies have until April 2026 to implement certain governance policies. In February
2026, IRS updated its Al governance policy which integrates OMB and Treasury guidance.24

15The John S. McCain National Defense Authorization Act for Fiscal Year 2019, Pub. L. No. 115-232, § 238(g), 132 Stat. 1636, 1697-
98 (Joint Artificial Intelligence, Research, Development and Transition Activities) (reprinted in 10 U.S.C. § 4061 note prec.) and 8
1051(f), 132 Stat. 1636,1965 (National Security Commission on Artificial Intelligence) (2018) define Al as: (1) any artificial system that
performstasks undervarying and unpredictable circumstances without significant human oversight, or that can learn from experience
and improve performance when exposed to data sets; (2) an artificial system developed in computer software, physical hardware, or
other context that solves tasks requiring human-like perception, cognition, planning, learning, communication, or physical action; (3) an
artificial system designed to think or act like a human, including cognitive architectures and neural networks; (4) a set of techniques,
including machine learning, thatis designed to approximate a cognitive task; (5) an a rtificial system designed to act rationally, including
an intelligent software agent or embodied robot that achieves goals using perception, planning, reasoning, learning, communicating,
decision-making, and acting.

160MB M-25-21.
17Exec. Order No. 13960.

18Advancing American Al Act, Div. G, Tit. LXXII, Subtit. B of the James M. Inhofe National Defense Authorization Act for Fiscal Year
2023, Pub. L. No. 117-263, Div. G, Tit. LXXII, Subtit. B, §§7221-7228, 136 Stat. 3668-3676 (2022) (reprinted in 40 U.S.C. § 11301
note).

19exec. Order No. 14110, Safe, Secure, and Trustworthy Development and Use of Artificial Intelligence, 88 Fed. Reg. 75191 (Nov. 1,
2023); and Exec. Order No. 14148, Initial Rescissions of Harmful Executive Orders and Actions, 90 Fed. Reg. 8237 (Jan. 28, 2025).

200MB M-24-10 and OMB M-24-18, Advancing the Responsible Acquisition of Artificial Intelligence in Government (Sept. 24, 2024).

210MB M-24-10; OMB M-24-18; and Exec. Order No. 14179, Removing Barriers to American Leadership in Artificial Intelligence, 90
Fed. Reg. 8741 (Jan. 31, 2025).

22|RS Interim Guidance Memorandum (RAAS-10-0325-0001) (Mar. 11, 2025).
230MB M-25-21 and OMB M-25-22, Driving Efficient Acquisition of Artificial Intelligence in Government (Apr. 3, 2025).
24Internal Revenue Manual, IRS Policy for Atrtificial Intelligence (Al) Governance, § 10.24.1.
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IRS Definition of a Use Case and the Al Life Cycle

IRS defines an Al use case as the application of an Al technique to meet a particular business need, such as
to solve a problem or increase operational efficiency. A single use case may have multiple Al models and use
multiple datasets to achieve its objectives. Use case owners are leaders in business units across IRS who are
responsible for Al use cases’ operations and mission outcomes. Al project teams are staff in the business unit
or units responsible for developing the use case, including program staff and technical team members.
Throughout this report, we use the phrase use case owners to refer to both those responsible for a use case
and the teams working on it.

As of June 2025, IRS guidance broke down Al development and use into five phases, in alignment with OMB
guidance.25 This is referred to as the Al life cycle. Figure 2 defines each of these phases. This report focuses

on use cases listed as “active,” which includes Al in any stage except retirement.

250MB provides guidance to agencies on how to collect and submit information in their Al inventories for consistent government-wide
public reporting. OMB’s 2024 guidance contained these phases. In June 2025, OMB published inventory reporting guidance for 2025
inventories that updated the Al life cycle phases. IRS continued to use the 2024 phases in its Al inventory as of June 2025 because it
had not yet received the new OMB guidance, which included the phases Pre-Deployment, Pilot, Deployed, and Retired.
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Figure 2: Phases of the Al Life Cycle at IRS as of June 2025

SRS

Al life cycle phases . 1e need for an Al use case 1 :

Acquisition
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Development:
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necessary and
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security festing.
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the Al use case has
been integrated

into agency
operations and is
being monitored
for performance.

Source: GAO analysis of Internal Revenue Service's (IRS) Al documentation and siraana wong/stock.adobe.com vector graphics. | GAO-26-107522
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Types of Costs Related to Al

According to IRS officials, Al expenditures can be difficult to track because they include direct costs that may
be traceable to one or more individual use cases and indirect costs that are not captured at the use case level.
Direct costs, such as salaries for Al experts, data analysts, and contractors to build an Al model, could be
attributed to a specific use case. Contracts may also be used to purchase commercial tools or custom
solutions.

Indirect costs, such as IT platforms that have the capacity to process large volumes of data or improve Al
performance and reliability, may not be linked to one specific use case but are necessary for IRS to operate Al
tools. In addition, IRS funds administrative activities related to its Al efforts, such as governance and
procurement oversight to ensure compliance with applicable requirements. See appendix Il for more

information on types of costs associated with IRS’s use of Al.

IRS has previously estimated that it spends tens of millions annually on Al. For example, in September 2024,
IRS estimated that the two business units most heavily involved with AlI—IT and the Research, Applied
Analytics and Statistics unit (RAAS)—spent over $58 million on direct and indirect Al costs in fiscal year 2024.
In September 2025, RAAS estimated it spent over $28 million on Al in fiscal year 2025 and would spend an
additional $32 million in fiscal year 2026.26 IRS reported that these estimates included existing contractor,
software, or hardware investments. However, they did not include costs such as ongoing maintenance for use
cases or certain staff costs. According to IRS, those staff costs could add over 30 percent to the stated
estimates.

26|T did not provide updated estimates for Al-related costs in fiscal years 2025 and 2026.
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Skills Gaps Could Substantially Affect IRS’s Ability to Continue
Expanding Its Wide-Ranging Al Use

IRS Recently Began Expanding Its Use of Al

IRS’s June 2025 Al use case inventory had 126 use cases, a substantial increase from the 10 reported in 2022
(see fig. 3).27 After first establishing a list of use cases to comply with government-wide public reporting
requirements in August 2022, IRS created an internal inventory to track Al use across the agency.28 IRS’s
public inventory has been published once per calendar year since 2022 as a part of Treasury’s Al inventory
reporting.2°

Figure 3: Changes in IRS’s Al Inventory over Time

Number of reported cases
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I:' Included in the Department of the Treasury’s public Al inventory®
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Source: GAO analysis of Department of the Treasury’s and Internal Revenue Service's (IRS) Al use case inventories. | GAO-26-107522

27Some versions of IRS’s Al inventory indicated whether each Al use case was “active,” “closed,” or “dormant.” Unless otherwise
specified, numbers in this report reflect the number of “active” Al use cases in an active phase of the Al life cycle (i.e., initiation,
acquisition and/or development,implementation and assessment, or operation and maintenance). In addition, numbers and figures in
this report reflectinformation aslisted in IRS’s public and internal Al inventories. Actual numbers and figures may slightly differ because
there are some quality and completeness issues in IRS’s Al inventory, as discussed in this report.

28F0r a list of IRS’s non-sensitive Al use cases and key details about each, see the supplemental material published alongside this
report. It can be accessed on our public website at https://www.gao.gov/products/gao-26-108418.

29EQ 13960 and OMB guidance direct agencies to publish an Al inventory annually. Treasury published its 2025 Al inventory in
January 2026 on http://lwww.Treasury.gov/Al after OMB extended the deadline to publish inventories in response to a government
shutdown. We generally did not assess Treasury’s 2025 inventory.
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Accessible Data for Figure 3: Changes in IRS’s Al Inventory over Time

August 2022 May 2023 December 2023 June 2024 December 2024 June 2025
10 public 9 public N/A N/A 49 public N/A
10 internal 57 internal 69 internal* 84 internal* 107 internal 126 internal

Source: GAO analysis of Department of the Treasury's and Internal Revenue Service's (IRS)Al use case inventories. | GAO-26-107522

Note: The number of public and interal use casesfor agivenyear reflectthe number of use caseslisted inthose inventorie s at each pointin time. In
some cases, IRS later determined that a “use case”did notinvolve Al technologies or comprised severalindividual use cases and therefore removed
thatentry fromtheinventory orcreated separate entries, respectively. When an inventory contained active, closed, and dormant use cases, we reported
the total number of active use cases.

#Public reporting has only been required once per calendar year since 2022, in varying months responsive to government -wide guidance. IRS reports its
public Alinventories through Treasury. For inventorieswhere publicreporting is marked N/A, Treasurywas not required to publish inventories at that
time. Government-wide inventory requirements permitted some Al to be withheld from public reporting, such as Al the agency deemed sensitive or
certain Al being used for research and development.
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IRS’s internal inventory includes more use cases than those published as a part of Treasury’s public inventory
because agencies are permitted to withhold some use cases from public reporting. For example, agencies can
exclude some common commercial products, use cases the agency deems sensitive, or use in certain
research and development efforts.30

As aresult, IRS publicly reported 49 use cases in Treasury’s December 2024 inventory, while its internal
inventory included 107 use cases.3t As of June 2025, IRS’s internal inventory included 65 use cases that were
marked sensitive or non-reportable research projects and 61 that could be made available in subsequent
public inventory reporting.32 Numbers in this report reflect the number of Al use cases in IRS’s internal

inventory, regardless of whether they are marked as sensitive or research projects.
Changes in IRS’s inventory over time can generally be attributed to four factors:

« Increasing use of Al. Two of IRS’s Al use cases date back to 2008, but most were initiated within the past
3 years (see fig. 4). Specifically, IRS initiated 84 of 126 use cases between June 2022 and June 2025,
meaning IRS began to allocate substantially more resources toward developing Al in recent years.
According to IRS officials, this increase in the number of Al use cases correlated with Al capabilities
maturing to general usability and becoming more available for federal use.

30For example, IRS may mark use cases sensitive that contain details about mechanisms related to law enforcement or tax
enforcement. Exec. Order No. 13960. Advancing American Al Act, Pub. L. No. 117-263, § 7225 136 Stat. 2395, 3671-3672 (2022).

31|RS reports its public Al use inventories through Treasury.

32Use casescan be listed as sensitive, a research project exemptfrom public reporting, or both. IRS uses the definition of a reportable
research project provided in OMB guidance. For the June 2025 inventory, a research project was defined as an effort that is not
currently used to control or significantly influence a decision or outcome about individuals or entities and does not have an approved
agreementto transition into use foragency operation. In June 2025, 46 of IRS’'s Al use cases were marked as sensitive, 10 as research
projects, and nine as both. Of the 61 use cases that could have been made public, 25 were included in Treasury’s January 2026
inventory of individual Al use cases on http://www.Treasury.gov/Al. According to IRS officials in February 2026, some of these use
cases were withheld from public reporting at the request of use case owners or by Treasury.
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Figure 4: Number of IRS Al Use Cases Initiated by Year
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Source: GAO analysis of Internal Revenue Service’s (IRS) June 2025 Al use case inventory. | GAO-26-107522

_______________________________________________________________________________________________________________________|
Accessible Data for Figure 4: Number of IRS Al Use Cases Initiated by Year

Calendar year

Number of use cases

2008 2
2017 4
2018 1
2019 12
2020 5
2021 14
2022 14
2023 21
2024 45
2025 8

Source: GAO analysis of Internal Revenue Service's (IRS) June 2025 Al use case inventory. | GAO-26-107522

#Number of 2025 use cases is based onthe number of use cases reported to the Al inventory by June 2025. As of June 2025, IRS had not put out
agencywide calls for updates to its Al inventory in 2025, including requesting submission of any new Al use cases.

« Identifying existing Al. There was often a lag between IRS initiating a use case and when it was added to
IRS’s Al inventory. For example, 43 Al use cases were initiated before August 2022—when IRS first
publicly reported an Al inventory—»but did not appear in IRS’s internal inventory until 2023 or later. An
additional 27 use cases were added to the inventory several months after they were initiated, and 11 took 1
to 2 years or longer to be reported. For example, in November 2022, IRS began work on a use case that
identifies users of IRS systems that might be possible insider threats. That use case did not appear in
IRS’s Al inventory until June 2025. According to officials, some delays in use cases being listed in the
inventory occurred because requirements for which technologies to include in the inventory changed over
time and it took time to communicate Al inventory requirements within the agency.
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« Discontinuing or mislabeling projects. Over time, IRS determined that some Al use cases would not
continue or that a particular entry in the inventory did not actually involve Al. In some instances, entries
were deleted because they were mistakenly labeled as Al. In others, the Al had not been fully developed or
put into operation. In June 2025, nine Al use cases were labeled as permanently retired and 14 were
labeled as temporarily paused with possibility for future use. Those numbers are potentially understated
given resource and other changes at the agency in 2025, as discussed below.33

« Changing federal requirements. According to IRS officials, some use cases may have been added or
removed from the Al inventory over time due to changes in government-wide guidance. For example,
government-wide guidance on compiling annual Al inventories required agencies to include all regression
models regardless of complexity in 2023 but not in 2024.

Most IRS Al Use Cases Focused on Operational Efficiencies, Tax Compliance, and
Fraud Detection

As of June 2025, about 100 of IRS’s 126 Al use cases were aimed at improving efficiency in IRS’s internal
operations or addressing tax compliance and detecting fraud.34 About one-third of these use cases were
operational, with the rest in earlier development phases.3s IRS had the fewest Al use cases focused on
taxpayer services, but over half of them were already in operation in June 2025 (see fig. 5).

Figure 5: IRS Al Use Cases by IRS Category and Life Cycle Status

Number of cases
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Taxpayer

services 70
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and fraud
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Source: GAO analysis of Internal Revenue Service's (IRS) June 2025 Al use case inventory. | GAO-26-107522

33The supplemental material associated with this report contains updates IRS provided to the status of some Al use cases in August
2025 and February 2026. Some of those updates include use cases being paused or cancelled. Thatinformation can be accessed on
our public website at https://www.gao.gov/products/gao-26-108418.

34Al use case owners mark their use case as falling primarily into one of the following IRS Al categories: operational efficiency,
compliance and fraud, or taxpayer services. Use case owners can select only one of these categories in the inventory. However, IRS’s
Chief Data and Analytics Officer stated that many use cases could actually fall into more than one category. For example, a use case
aimed atimproving efficiency in an auditselection process could be reasonably labeled under operational efficiency or c ompliance and
fraud detection. For purposes of this report, we refer to the compliance and fraud category as tax compliance and fraud detection.

35The 70 operational efficiency, tax compliance, and fraud detection use cases not yet in operation as of June 2025 fell into the
following stages: 17 in initiation, 40 in acquisition and/or development, and 13 in implementation and assessment.
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|
Accessible Data for Figure 5: IRS Al Use Cases by IRS Category and Life Cycle Status

Category Number of cases
Tax compliance and Fraud 43
Operational Efficiency 59
Taxpayer Services 24

Source: GAO analysis of Internal Revenue Service's (IRS) June 2025 Al use case inventory. | GAO-26-107522

Note: Use cases labeled as “in development”are those listed as being inthe following Al life cycle stages in June 2025: initiation, acquisition and/or
development, and implementation and assessment. Use cases labeled as “in operation”are those listed as being in the operation and maintenance
stage.

Operational efficiency. The number of Al use cases focused on operational efficiencies exponentially
increased between 2017 and 2025. In 2017, IRS had three use cases in this area. That number rose to 23 in

2023 and to 59 in 2025, correlating with the increase in funds IRS received through the Inflation Reduction Act.

We identified seven general focus areas of operational efficiency use cases. Table 1 describes those focus
areas, the number of use cases in development and in operation in each focus area, and relevant examples.
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Table 1: Focus Areas and Examples of IRS Al Use Cases Focused on Operational Efficiencies, as of June 2025

Focus area Usecasesin Usecases Examples
development? in operation

Automation 15 3 Commercial productivity tools. Some IRS officials have access to

Conducts processes that would tools such as Al-enabled meeting summarization in Microsoft

take a human longer to Teams.

complete. These types of Al use Other automation tools. Several use cases are aimed at helping

cases are generally commercial IRS systematically review technical documents to achieve particular

productivity tools or other goals. For example, the Office of the Chief Procurement Officer has

automation tools performing a tool that helps review contract records for compliance with policy

tasks such as transcription, and transparency requirements. A different business unitis

translation, systematically developing a use case to help IRS more quickly review resumes

reviewing documents, or and identify qualified job candidates.

analyzing public information.

Internal chatbots for 6 3 Administrative. Two chatbots are designed to answer IRS employee

administrative or mission qguestions about IT topics. Another answers employee questions

support about employment benefits and other topics handled by IRS’s

Answers administrative or Employee Resource Center.

mission-related employee Mission. The Criminal Investigations unithas a chatbot that officials

guestions. can use to learn more about cryptocurrency transactions. The goal
of the chatbot is to provide officials with information that could help
speed up the investigative process.

Data insights 6 3 Administrative. One of IRS’s oldest use cases is designed to

Analyzes administrative or leverage past employee attrition data to help predict future staffing

mission-related data to improve needs.

processes or inform future Mission. One Al use case helps analyze past Independent Office of

decisions. Appeals cases, with the goal of improving future examinations and
appeals outcomes.

IT modernization 6 1 IRS has several use cases designed to read IRS’s legacy computer

Analyzes or assists with code, describe how the code functions, and draft code in modern

rewriting or testing computer computerlanguage to replace it. One of these applications focuses

code to further IRS IT on IRS’s Business Master File, which uses a 60-year-old coding

modernization goals. language. According to IRS, these use cases will reduce the
number of staff needed with skillsin old coding languages and help
IRS modernize the agency’s systems up to years sooner than
without Al tools.

IT system security 5 3 Cybersecurity. One use case monitors access to one of IRS’s data

Analyzes data or completes warehouses that contains sensitive taxpayer information. The use

tasks to improve cybersecurity case presentsa dashboard with information such asthe risk level of

or help IRS identify potential individual user activity and trends over time.

insider threats. Insider threats. Two use cases monitor internal user activity in IRS
computer systems to identify anomalous or suspicious behavior.
For each use case, IRS officialsreview the activity flagged by the Al
to determine if further investigation is needed.

Digitalization 4 0 These use cases involve extracting data from tax forms submitted

Extracts data from scanned
paper tax forms.

on paper. According to IRS, these tools will help it achieve goals
such as modernization (e.g., making tax data available digitally for
other business processes) or saving money on manual transcription
and storage.
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Focus area Usecasesin Usecases Examples
development? in operation
Workload prioritization 3 1 These use cases involve reviewing data, such as submitted tax

returns, to identify which ones may be at highestrisk for
noncompliance. According to IRS’s Chief Data and Analytics
Officer, this type of use case overlaps in purpose with those in the
Al inventory’s “Tax Compliance and Fraud Detection” category and
could reasonably be labeled in either category.

Reviews large volumes of tax
and other data to help identify
high-priority work.

Source: GAO analysis of Internal Revenue Service's (IRS) June 2025 Al inventory. | GAO-26-107522

®Use cases labeled as “in development” are those listed as being in the following Al life cycle stages in June 2025: initiation, acquisition and/or
development, and implementation and assessment.

Tax compliance and fraud detection. IRS’s use cases aimed at addressing compliance issues and detecting
fraud were often designed to analyze high volumes of data (e.g., tax returns or reports of potential fraud) and
identify the riskiest cases or anomalies in the data. In most cases, the Al provides a risk score or
recommendation for audit or investigation. Then, an IRS official reviews the output and decides whether to

pursue the audit or investigation (see fig. 6).36

Figure 6: Example of How Some IRS Al Use Cases Focused on Tax Compliance and Fraud Detection Are Designed

l‘“v._/% ; 15i\
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N ¢ |
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v - = model analyzes | .. LowRisk .
iy - and sorts SIS, SESE. SN SRS
returns ) L
g 1040 11zo _—
t . T c 1 _‘,‘:
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T /—-" s s o= - - - - - - = = - - Risk
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Alis trained on historical data, / E _ * High Risk ) o
such as results from past audits Y 4 As IRS receives returns, they IRS official reviews output and may
of individuals are fed through the trained consider other data sources before
| Al model to assess for signs selecting among high-risk returns
- of fraud or noncompliance for audit or investigation

Source: GAO analysis of Internal Revenue Service's (IRS) June 2025 Al inventory, use case documentation and Macrovector, nexusby/stock.adobe.com vector graphic. | GAO-26-107522

IRS steadily increased its use of Al for tax compliance and fraud detection over time. Between 2017 and 2024,
IRS initiated about six new use cases in this area per year. As of June 2025, 18 of IRS’s 43 tax compliance

and fraud-focused use cases were operational.

These Al use cases aimed to identify specific types of fraud, potential noncompliance in different taxpayer
segments, or criminal behavior, among other purposes. Figure 7 shows where most of these use cases
focused, as of June 2025.

36We found two use cases focused on fraud detection that automate a decision without human review. One uses data to decide
whether to provide relief to taxpayers whose accounts were previously flagged as being at risk for identity theft. The other pauses the
issuance of a tax refund when a tax return is identified as potentially involving identity theft. According to IRS officials, after the Al
pauses issuance of the refund, an IRS employee reviews the identity theft risk factors and determines if the refund should be issued.
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Figure 7: Focus Areas of Most IRS Al Related to Tax Compliance and Fraud Detection

V V V
© © © O

Detecting identity theft, Assessing risk of noncompliance in Assessing risk of improper or Identifying noncompliance
cybersecurity threats, or tax returns submitted by: unlawful behavior, such as: or criminal behavior in
potential tax schemes * Corporations * Tax schemes financial records or reports
* Pass-through entities * Ghost preparers of suspicious activity
(e.g., partnerships) * Unreported offshore
* Tax-exempt organizations tax situations
* Individuals, including * Returns claiming
those who: frivolous arguments
° Claim certain tax credits or tax positions
* Report certain types
of income

°Own a business

Source: GAO analysis of Internal Revenue Service's (IRS) June 2025 Al use case inventory and Cetacons,artnazu/stock.adobe.com icons. | GAO-26-107522

Taxpayer services. About half of IRS’s Al use cases aimed at improving taxpayer services as of June 2025
(13 of 24) were public-facing voice bots or chatbots. IRS’s June 2025 inventory included 11 voice bots and two
chatbots that addressed taxpayer questions on different tax topics. According to IRS, there were over 5 million
sessions with these bots in the 2024 filing season and nearly 25 million sessions in the 2025 filing season.

Other use cases focused on taxpayer services are generally designed to help IRS support taxpayers as they
interact with the agency. For example, IRS has Al aimed to help simplify tax notices, analyze call transcripts
between taxpayers and customer service agents, and verify the identities of taxpayers accessing IRS online
accounts.

IRS began investing in Al for taxpayer services later than other Al, but most of these use cases were already in
operation as of June 2025. The timing of these investments aligned with enactment of laws focused on

enhancing taxpayer services (see fig. 8).37

37Taxpayer First Act of 2019, Pub. L. No. 116-25, 133 Stat. 981; Inflation Reduction Act of 2022, Pub. L. No. 117-169, § 10301, 136
Stat. 1818, 1831-1833. The Taxpayer First Act of 2019 required the development of a customer service strategy for IRS. The Inflation
Reduction Act provided IRS tens of billions of dollars over 10 years for improving operations, including services to taxpayers.

Page 17 GAO-26-107522 Artificial Intelligence



Letter

|
Figure 8: Cumulative Number of IRS Al Use Cases for Taxpayer Services Initiated by Year
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Source: GAO analysis of Internal Revenue Service's (IRS) June 2025 Al use case inventory. | GAO-26-107522

. ______________________________________________________________________________________________________________________|
Accessible Data for Figure 8: Cumulative Number of IRS Al Use Cases for Taxpayer Services Initiated by Year

Year Cumulative use cases
2008
2009
2010
2011
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2014
2015
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2020
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2022
2023
2024
2025 24
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Source: GAO analysis of Internal Revenue Service's (IRS) June 2025 Al use case inventory. | GAO-26-107522
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Major Resource Reductions Created Skills Gaps That Could Affect IRS Al Efforts

Substantial Workforce Reductions and Efficiency Efforts Could Greatly Affect Al Plans

In 2025, IRS and Treasury began planning for increased use of Al. IRS officials in IT and the Research,
Applied Analytics and Statistics unit (RAAS) said that the agency plans to use more Al in the future. For
example, an IT official responsible for Al efforts in one of IRS’s new IT modernization initiatives said his team
was pushing the use of many Al tools. He said he expected there to be a broad desire to leverage more Al for
the 2026 tax filing season. In RAAS, officials said they continue exploring new ways of using Al.

Further, in July 2025, Treasury’s Deputy Secretary stated that Treasury is launching an Al Strategy that
involves applying Al to improve the department’s operations. The Deputy Secretary said Treasury plans to
launch pilot initiatives, implement governance structures, and engage with both public and private sectors to
implement this strategy, among other things. In August 2025, Treasury’s Chief Information Officer (CIO) issued
a memorandum directing all IT organizations to immediately integrate approved Al-driven solutions into
processes, workflows, prototyping, and operations.38

We identified multiple challenges that could substantially affect IRS’s ability to achieve these plans, including
major staffing reductions and other changes.

Al workforce reductions. IRS’s Al workforce substantially decreased between January and May 2025,
including in business units heavily involved in Al efforts.

« RAAS. Officials said that staff departures and reassignment of staff to other workstreams will immediately
and substantially affect RAAS'’s ability to support the development and use of Al across the agency. RAAS
officials said they lost 63 employees who supported Al efforts, either full time or as part of their set of
duties—about 10 percent of RAAS'’s January 2025 staffing level.s® They said these employees retired,
resigned under the Deferred Resignation Program, were terminated due to their status as probationary
employees, or were placed on long-term administrative leave between January and May 2025.40 IRS
ultimately rehired some staff who had been let go due to their status as probationary employees, but

38Department of the Treasury, Memorandum for Bureau Chief Information Officers: Reflexive Al Usage?is now a baseline expectation
for all Treasury Information Technology organizations — Policy Directive on Atrtificial Intelligence (Al) usage by Treasury IT (Aug. 19,
2025).

390fficials said RAAS had 620 employees across its six divisions in January 2025, and these departures occurred in the four divisions
that work on Al activities: Data Management Division, Knowledge Development and Application Division, Strategy and Business
Solutions Division, and Data Exploration and Testing Division.

40IRS took several workforce actions in response to government-wide workforce initiatives. Specifically, IRS offered employment
separationincentivesin 2025 through government-wide and Treasury-specific Deferred Resignation Programs and an early retirement
option. IRS also terminated employees in probationary status in February and March 2025. The Treasury Inspector General for Tax
Administration reported that in response to district court orders, IRS reinstated probationary employees and placed them on
administrative leave in March 2025. Those reinstatements were paused by higher courts in April 2025, and IRS subsequently offered all
employees, including probationary employees, the Treasury-specific Deferred Resignation Program. In May 2025, IRS and Treasury
leadership decided to return probationary employees to full work status, and about 41 percent of the probationary employees IRS
originally senttermination notices were reinstated. However, the majority of probationary employees left the agency by participating in
the Treasury-specific Deferred Resignation Program. See Treasury Inspector General for Tax Administration, IRS Terminated
Probationary Employees Without Following Internal Procedures and Considering Individual Performance, 2025-IE-R028 (Aug. 14,
2025).
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officials said many of those employees and other Al-focused employees in RAAS have been reassigned
from Al-focused work to other workstreams due to attrition elsewhere in RAAS.

A majority of the 63 employees RAAS lost were directly involved in designing, developing, or overseeing Al
projects, according to officials. Officials said over a dozen supported IRS’s ability to research new Al
approaches, including work on new analytics methods and Al tools and infrastructure (e.g., hardware
needed for Al). IRS’s Al governance team also said it lost over three-quarters of its staff, including
employees and contractor support that provided additional capacity for oversight activities, such as ongoing
maintenance of IRS’s Al inventory.

Overall, these departures resulted in Al skills gaps that officials said could be hard to close.4t For example,
Al experts who officials said had significant Al education and prior experience were let go due to their
status as probationary employees. Those employees supported the development and use of Al, including
generative Al, across IRS.42 According to IRS officials, as of September 2025, some of these employees
were ultimately rehired while others found employment elsewhere. RAAS officials said, in general, skills
gaps created by the departures of Al-focused employees will be hard to close because of the nature of the
terminations, in-office work requirements, and individuals finding other employment.

In addition, IRS remains under an indefinite hiring freeze.43 IRS is also subject to the government-wide
requirement to hire no more than one employee for every four employees who depart.4 RAAS officials said
this prevents the agency from addressing these skills gaps.

o Chief Technology Officer Al team. IRS’s Chief Technology Officer (CTO) had a team focused on Al
initiatives that could serve as proofs of concept for operational improvements across the agency, such as
code generation tools, according to IRS’s Director of Al Innovation in IT. In January 2025, the team
supported 11 use cases. IRS reported that, as of May 2025, only half of the staff on this team remained
and two contracts providing staffing support on these efforts were not renewed. As a result, the CTO
paused or suspended support of 10 out of the 11 use cases due to resource limitations.45

« Leadership involved in Al efforts. In addition, IRS officials reported that many senior officials in business
units that are heavily involved in developing and deploying Al were either placed on administrative leave or
resigned. For example, IT officials told us IRS’s Chief of Al in IT was placed on administrative leave in
March 2025. In RAAS, officials said three directors of groups heavily involved with supporting the use of Al
across IRS resigned as of May 2025. These departures resulted in the loss of expertise and institutional
knowledge essential for understanding potential applications, benefits, and drawbacks to the use of Al in
the IRS context, according to senior officials in both offices.

41A skills gap may consist of (1) a “staffing gap,” in which an agency has an insufficient number of individuals to complete its work; or
(2) a “competency gap,”in which an agency has individuals withoutthe appropriate skills, abilities, or behaviors to successfully perform
the work. Skills gaps can lead to risks in achieving an agency’s mission. GAO, Federal Workforce: OPM Advances Efforts to Close
Government-wide Skills Gaps but Needs a Plan to Improve Its Own Capacity, GAO-23-105528 (Washington, D.C.: Feb. 27, 2023).
42Unlike Al technologies that focus on classification and prediction, generative Al can create content such as text, images, audio, or
video when prompted by a user. See GAO, Atrtificial Intelligence: Generative Al Technologies and Their Commercial Applications,
GAO-24-106946 (Washington, D.C.: June 20, 2024).

43Presidential Memorandum, Extension of Hiring Freeze (Apr. 17, 2025).

44gxec. Order No. 14210, Implementing the President’s “Department of Government Efficiency” Workforce Optimization Initiative, 90
Fed. Reg 9669 (Feb. 14, 2025).

45According to IT officials, as of February 2026, the CTO team was disbanded and CTO resources were allocated across IRS's IT
division.
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Other IRS workforce reductions. IRS officials explained how changes to IRS workforce levels throughout the
agency had short- and long-term effects on IRS’s ability to use Al and update the Al inventory.

« Office of the Chief Procurement Officer. Office of the Chief Procurement Officer (Procurement) officials
said the office lost over 40 percent of its staff between May and June 2025. About 80 percent of IRS’s use
cases in June 2025 involved some degree of contracting.4¢ Staff across the agency rely on Procurement
officials to support their ability to acquire Al tools or contract out for Al support services. IRS Procurement
officials said these departures could have immediate effects. For example, they said there could be
significant delays in entering into new contracts and modifying or renewing existing ones, including
contracts that support mission-critical programs.

RAAS officials said that Procurement staff departures had already resulted in loss of knowledge about
IRS’s existing contracts. Between February and June 2025, officials said that Treasury and the Department
of Government Efficiency sent repeated requests for officials to justify individual contracts. According to
RAAS officials, these requests varied in terms of which contracts were being reviewed and types of
questions asked. RAAS officials said answering some questions about these contracts was difficult
because IRS procurement staff most familiar with technical contract details were no longer at the agency.

« Staff changes across the agency. In the short term, staff departures may pose challenges for updating
the Al inventory. IRS officials said departures of staff who work on Al across the agency occurred on short
notice. As a result, remaining staff could have a harder time understanding the status of ongoing efforts,
such as whether individual use cases are active, paused, or cancelled. In addition, IRS may not be able to
deploy some existing Al. For example, one RAAS official said the agency may no longer deploy an Al
model focused on prioritizing tax returns for audit because the program may no longer have staff to
conduct the audits.

In the long term, officials said that reductions in staff may lead to IRS not having sufficient data to develop
or update and refine quality Al models. Specifically, they said decreases in enforcement staff will mean
fewer audits are conducted. By conducting fewer audits, IRS will have less data on audit outcomes. As a
result, IRS may not have sufficient data to reliably train new Al models or retrain existing models when
needed, such as when there are new tax laws that may result in new compliance behavior. Without quality
Al models, IRS officials said the agency may have diminished capability to improve IRS’s ability to collect
revenue and reduce the number of audits that do not result in a tax change.

Procurement changes. In 2025, Treasury implemented new policies that changed procurement processes to
comply with EOs related to cost efficiency.4” IRS officials told us that these policies affect IRS’s ability to use
Al. Specifically,

460f the 126 use cases in IRS’s June 2025 inventory, 25 use cases were labeled as commercial-off-the-shelf (COTS), 66 use cases
were labeled as developed with contracting resources, and 10 use cases were labeled as developed with a combination of contracted
andin-house resources. The remainder were labeled as developed in-house. Under the Federal Acquisition Regulation (FAR), COTS
refersto commercial items sold in substantial quantities in the commercial marketplace and offered to the government under a contract
or subcontract at any tier, without modification, in the same form in which it was sold in the marketplace. This report reflects IRS
information reported under the FAR rules in place before the August 2025 revision to the FAR Part 12.

47Exec. Order No. 14222, Implementing the President’s “Department of Government Efficiency” Cost Efficiency Initiative, 90 Fed. Reg.
11095 (Mar. 3, 2025); and Exec. Order No. 14271, Ensuring Commercial, Cost-Effective Solutions in Federal Contracts, 90 Fed. Reg.
16433 (Apr. 18, 2025).
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« Treasury introduced a policy requiring Secretary-level approval to enter into and execute all new contract
awards, purchase orders, and any other obligation of funds, among other requirements.48 RAAS and IT
officials said this change introduced uncertainty about IRS’s ability to continue developing and deploying
use cases. For example, officials said they had to justify a contract for licenses for a platform that provides
underlying infrastructure for an IRS data warehouse and supports several Al use cases. They said the
contract was only renewed for 6-month increments, and RAAS officials will have to justify the contract for
each renewal.

« Treasury introduced a policy that promotes the use of commercial solutions and requires officials to provide
written justification if they are seeking to acquire a noncommercial solution.4® Treasury’s CIO told us he
would like for IRS to use more commercial Al products that the General Services Administration certified
have met certain information security requirements.s0 He said it would be more cost efficient for IRS to
leverage these types of preapproved commercial tools than independently develop or contract for custom-
developed Al models. RAAS officials stated that certain commercial tools can be sensible solutions for IRS
when appropriate system and use controls are in place.

« Several contracts supporting Al use cases were terminated. For example, IRS cancelled the contract for
one of IRS’s language translation use cases. Officials responsible for the use case said they were not
consulted on this cancellation. Officials who used this tool said it had provided benefits over a different IRS
Al use case for translation, including the ability to improve the glossary of tax terms the Al uses to complete
translations. While they said the remaining language translation tool had some technical advantages, IRS
IT officials had been working to incorporate those same features in the cancelled one.

These changes will affect the status of an unknown number of IRS’s Al use cases. For example, use cases
may or may not remain deployed, development may or may not be able to continue, and deployment dates
could be pushed out due to changes in staff capacity. The Al governance team requested comprehensive
updates to the Al inventory in August 2025 after OMB published 2025 reporting requirements. OMB guidance
directed agencies to submit their Al inventory to OMB in December 2025 and publicly release it in January
2026.51 Those updates would reflect changes to the status of use cases such as discontinuations (e.g., due to

contract cancellations or program changes).

IRS Has Not Assessed Al Skills Gaps nor Developed Plans to Close Them

IRS has not identified the skills the agency needs to support its use of Al nor developed a plan to address Al
skills gaps, according to IRS’s Chief Data and Analytics Officer and a Human Capital Office (HCO) official

48Department of the Treasury, Memorandum for Bureau Chief Procurement Officers: Continuing Implementation of the President’s
“Department of Government Efficiency” Cost Efficiency Initiative (May 2, 2025).

49Department of the Treasury, Memorandum for Bureau Chief Procurement Officers: Update the Department of the Treasury
Acquisition Procedures (DTAP) to Implement Executive Order 14271 — Ensuring Commercial, Cost-Effective Solutions in Federal
Contracts (May 2, 2025).

S0The General Services Administration (GSA) manages the Federal Risk and Authorization Management Program (FedRAMP).
FedRAMP aims to ensure that cloud services—commercial services that support agencies’ ability to quickly provision IT computing
resources—have adequate information security while also reducing operational costs. FedRAMP does this by authorizing cloud service
providers. While service providers are required to meet the FedRAMP security requirements and implement the program’s baseline
security controls, agencies are responsible forensuring thatcloud services use FedRAMP 's baseline security controls before theyissue
subsequent authorizations for using those cloud services. In August 2025, GSA announced an effort to streamline certifications of Al-
based cloud services.

S10MB originally directed agencies to submit inventories to OMB in November 2025 and publicly release them in December 2025.
However, due to a governmentshutdown, OMB modified these time frames. Treasury published its updated inventory in January 2026,
which may contain updates on the status of publicly reported use cases. We did not assess the January 2026 inventory.
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responsible for workforce planning. IRS’s Internal Revenue Manual says business unit human resources
liaisons are to work with workforce planning staff in HCO to support workforce planning activities, including
efforts to identify and address skills gaps. We previously reported that identifying the critical skills and
competencies needed to support agency efforts and developing strategies to address them are key steps in
the workforce planning process.s2 Further, OMB’s 2025 memorandum on Al governance strongly encourages
agencies to prioritize recruiting, developing, and retaining staff who have technical experience to support the
use of Al.53

Al governance officials said there have been some informal conversations in RAAS about Al skills gaps
resulting from staffing reductions in 2025. However, they said there have not been any formal conversations,
such as with HCO or other business units, to identify staffing needs or develop a plan for addressing them.
They said officials across the agency have instead been focused on adapting to significant organizational
changes. Further, the HCO official responsible for workforce planning said Treasury and IRS need to finalize
strategic plans before the agency can assess and plan to close any skills gaps.54

IRS’s Chief Data and Analytics Officer said the agency has short-term hiring plans, but they focus on customer
support and audit staff, not staff with Al skills or expertise. HCO'’s workforce planning official said the hiring
plan includes some requests to hire computer engineers, computer scientists, and a data scientist, but none
was specifically identified as contributing to Al efforts. One senior Al governance official noted that IRS
previously had direct hire authority for data scientists, which helped IRS hire employees with Al skills.
However, under IRS’s hiring freeze, the agency is unable to use its direct hire authority for data scientists.

While Al governance officials said they would like to hire for positions such as data scientists, engineers, and
additional governance officials, they stated IRS must instead rely on training current staff. IRS’s Chief Data and
Analytics Officer described several Treasury initiatives focused on training existing staff in Al skills, such as
data literacy. In addition, an official said there has been increased demand for Al training opportunities
alongside increased interest in using Al tools at the agency. Training existing staff could help address some,
but not all, of IRS’s Al skills gaps.

Without staff to support Al capabilities and oversee individual use cases, IRS is at risk of initiating projects the
agency does not have resources to support or deploying Al systems without resources to ensure they are used
responsibly. Although not all workforce tools, such as hiring, are currently available, understanding the
agency'’s workforce in terms of Al skills and having a plan for staff with the skills to support the use of Al is
foundational for IRS to reap its benefits and mitigate its risks.

52GAO, Human Capital: Key Principles for Effective Strategic Workforce Planning, GAO-04-39 (Washington, D.C.: Dec. 11, 2003).
S30MB M-25-21.

54In April 2025,the Secretary of the Treasury communicated a plan to establish the Treasury Strategic Plan for Fiscal Years 2026-2030
by September 2025. In early September 2025, an IRS HCO official said IRS’s strategic plan is anticipated in late 2025 or early 2026.
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IRS’s Al Inventory Did Not Always Contain Quality Information and
Omitted Use Cases

IRS’s Al Governance Policies Include Inventory Requirements

Federal law and an executive order require agencies to prepare and maintain an inventory of current and
planned Al use cases and to publicly report an inventory annually.55 IRS’s Al governance policy and internal
guidance, such as job aids and internal web pages, are available to help use case owners meet those
requirements. Specifically, IRS’s March 2025 Al policy requires:

« Adding new use cases in IRS’s Al inventory. Use case owners are to submit new Al use cases to the
inventory as soon as they are initiated. Initiation generally involves managers or executives in a business
unit formally approving resources for an Al use case. IRS’s Al inventory generally contains information that
OMB and Treasury require to be collected as part of agency Al inventories (e.g., life cycle stage), as well
as other IRS-specific information (e.g., anticipated deployment date).

« Documenting key details such as model design and data sources. Use case owners are to submit
additional documentation for their Al use case before putting the use case into operation. That
documentation includes information such as the Al model type, the inputs and outputs of the model, the
data used by the model, and whether the data contain any personally identifiable information.

« Coordinating with internal stakeholders at different points in the Al life cycle. As mentioned above,
business units across IRS are responsible for initiating (i.e., approving resources for) new Al use cases that
will support their business functions. As use case owners begin to develop their Al use cases, IRS policy
requires that they work with stakeholders across the organization to follow any related policies, such as
IRS’s privacy and IT security processes. Once developed, the business unit approves the Al use case to
go into operation.

IRS’s February 2026 Al policy also reintroduced a process for internal subject-matter experts, including tax
professionals, data scientists, and lawyers, to review use cases designated high-impact. Those use cases
require certain risk management practices according to OMB guidance.5¢ The 2026 policy states that this
team of subject-matter experts serves as an independent reviewer to ensure the risk management
practices are completed and meet IRS policy requirements.

« Updating use case entries regularly and when key changes occur. Use case teams are to validate or
update their Al inventory entries and additional documentation at least annually or when directed by the Al
governance team. IRS’s Al policy also states that use case teams are required to update this information
when changes occur that affect the accuracy of the records, such as changes to the use case’s name,
purpose, life cycle status, risks, or benefits.

SSExec. Order No. 13960. Advancing American Al Act, Pub. L. No. 117-263,887221-7228,136 Stat. 2395,3668-3676 (2022) (reprinted
in 40U.S.C. § 11301 note). As explained above, those inventories should also be made available to the public, with some exce ptions.
For example, agencies may exclude use cases from public reporting when necessary, such as for certain law enforcement or national
security purposes.

S60MB Memorandum M-25-21 directs agenciesto determine if each use case is high -impact. The memorandum says Al use cases are
considered high-impact when the output serves as a principal basis for decisions or actions that have a legal, material, binding, or
significanteffectonrights or safety. In instances where use casesare closelyrelatedin theirdeploymentcontextand have substantially
similar risk profiles, OMB guidance says agencies should streamline approval processes.
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In 2024, IRS created a team to help the agency navigate and meet federal requirements for Al governance.
IRS’s Chief Data and Analytics Officer, who is also IRS’s Responsible Al Official, oversees the Al governance
team. The team can support Al use case owners in navigating the governance process and complying with
government-wide and IRS requirements. For example, the team has made internal educational presentations
to officials across the agency to socialize Al requirements. In October 2024 and August 2025, the team also
issued agencywide requests for officials to submit Al use cases to the inventory or update information as
required by OMB.

The Al governance team also developed internal guidance aimed at ensuring the Al inventory contains
accurate information. For example, the team

« Established a quality assurance checklist for inventory entries. The Al governance team developed a
checklist it can use to review each entry in the Al inventory for accuracy. For example, the checklist directs
the team to verify whether the entry includes sensitive information that should not be publicly released.
Officials told us they work with use case owners as needed to improve their use case entries and related
documentation.

o Created job aids for use case owners. The Al governance team developed an internal website that
outlines the Al inventory requirements. They also developed a document to help use case owners
understand the requirements for each field in the inventory, which is linked on IRS’s Al inventory
submission form. For example, the job aid directs owners to name the use case so that the intended
purpose is clear.

Information Quality in IRS’s Al Inventory Varied

IRS has taken steps to ensure its Al inventory contains quality information, such as having a policy requiring
clear and detailed information necessary to understand the use case. However, we found 62 different entries in
IRS’s June 2025 inventory had at least one quality issue. Ensuring IRS has quality information is a key
principle of internal control.57 Yet, the inventory did not always contain information that fully reflected either
OMB guidance, IRS internal guidance, or leading practices. We found instances in which:

« Entries did not state expected benefits of the Al use case. We found that over 25 percent of use cases
in IRS’s June 2025 inventory did not state how the use case was expected to benefit the agency. The job
aid for use case owners says they are to state the expected benefit of the Al use case for a lay audience.
OMB continues to require this information in its 2025 guidance for federal agencies’ Al inventories.58

« Entries omitted key information related to the status of the Al use case. For example, nearly 10
percent of use cases in IRS’s June 2025 Al inventory did not state the Al use case’s status, such as
whether it is active or paused, or life cycle stage, such as in development or already in operation.s® Two of
those entries also did not state the date when the use cases became operational even though the use
cases were in operation. The job aid for use case owners says all entries are to have these fields

S7Standards for Internal Control in the Federal Government says that agencies should use quality information to achieve the entity’s
objectives. GAO-14-704G.

58|RS’s June 2025 inventory reflected OMB’s 2024 guidance, which included a single field for the intended purpose and expected
benefits of the Al. OMB separated benefits into a separate field in its 2025 guidance, which IRS officials said will address this issue.
59In general throughout this report, statistics are based on analysis of use cases in IRS’s Al inventory in an active status and an active
life cycle stage. To determine the number of entries that omitted thisinformation, we reviewed all entriesin IRS 's Al inventory, including
inactive use cases.
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completed. OMB continues to require fields for life cycle stage and operational date in its 2025 guidance for
federal agencies’ Al inventories.

Entries did not list all business units involved with the Al use case. At least 10 percent of entries in
IRS’s June 2025 Al inventory did not list all business units involved with the Al use case. For example,
officials in RAAS and IT often help other business units develop Al use cases but were not always listed as
one of the business units involved with the use case. The job aid for use case owners says they are to list
the business units involved with both developing and using the Al when deployed. IRS continued to require
use case owners to report this field in its Al inventory after updating the inventory to align with OMB’s 2025
Al inventory guidance.

Entries that would have been more appropriately listed as two or more use cases. One Al use case
originally developed to assist with selecting tax returns for audit for research purposes is now used for
selecting risk-based audits for tax noncompliance in two other business units. All three of these use case
scenarios were listed in one Al inventory entry. IRS officials disagreed that the application of this Al use
case in other business units constituted separate use case scenarios, since all have a similar goal.

However, our Al Accountability Framework discusses the importance of assessing the appropriateness of
expanding a use case beyond its original context.s0 Separating applications of Al based on their use in
different business units and in programs that touch different subsets of taxpayers would enable IRS to
more accurately report its use of Al in line with OMB guidance. This can include assessing when a use
case goes into operation in the new context, any unique risks and benefits in the new context, and whether
each particular use case scenario would be considered high-impact according to OMB guidance.

Another entry in the inventory included two developer productivity tools used in the same workflow: a tool
to translate computer program code from one programming language to another and a chatbot for asking
guestions about the code. The Al use case owners confirmed these are two separate, independently
operating tools. IRS’s Al governance team officials said these tools are used in the same “use case
scenario” and therefore disagreed that these tools should be separate Al use case entries. They said listing
these two tools as one use case does not conflict with the definition of a use case, which they said refers to
a “scenario” in which Al is used and allows for multiple models to be used to achieve the objectives of the
use case. While IRS’s definition of a use case allows for several models, it also says a use case is a
specific business use of an Al technology.

These two Al tools may collectively contribute to a broader objective of developer productivity. However,
the project team'’s confirmation that each tool operates independently and serves a unique purpose—
translating computer code and helping users understand code, respectively—suggests it would be more
appropriate to list them separately. Our Al Accountability Framework states that agencies should evaluate
the performance of Al by separating a system into components with clear differences in functionality .61
Similar to the expanded use case, having separate entries for these separate tools would better enable IRS
to weigh whether the benefits of each Al tool outweigh the risks.

We found two key factors contributed to the deficiencies in IRS’s Al inventory.

Lack of comprehensive quality controls for information in the inventory. As of June 2025, IRS did not
have a comprehensive quality assurance process for ensuring completeness and accuracy of entries in the
Al inventory. IRS had some quality controls when there were imminent OMB reporting requirements. For

60GAO-21-519SP.
61GAO-21-519SP.

Page 26 GAO-26-107522 Artificial Intelligence


https://www.gao.gov/products/GAO-21-519SP
https://www.gao.gov/products/GAO-21-519SP

Letter

example, in 2024, IRS took steps to ensure key fields in the Al inventory were complete.62 This included life
cycle stage, anticipated deployment date, and other information about the status of the Al use case.
Officials said they took similar steps in 2025.

However, following the agencywide staffing reductions, in May 2025, Al governance officials said they
allowed partial information in the inventory, in part, because of limited capacity. They also said they would
rather have use case owners submit partial information about a use case than not enter their Al in the
inventory at all. Officials said partial information—including entries with only the name, points of contact,
and business unit for a use case—provides enough awareness of the Al to the Al governance team to
comply with OMB requirements in a timely manner. Still, IRS’s Chief Data and Analytics Officer said that
having stronger controls in place is a best practice.

IRS also previously introduced some quality assurance reviews in its Al governance process in 2024, such
as reviewing each use case entry for quality. Yet, in early 2025, IRS suspended its quality assurance
reviews because of reductions in staff for the Al governance team. They said these reviews can be time
intensive because they require meeting with the Al use case owners to thoroughly understand the use case
and ensure it is accurately reflected in the inventory. IRS officials said that they would like to implement
additional quality assurance processes for the Al inventory, but they did not have resources to do so.

« Lack of comprehensive internal guidance on Al inventory entries. The quality assurance checklist that
the Al governance team uses to review entries in the inventory is missing some key steps. The checklist
includes some steps that would enable IRS to comply with Al inventory reporting requirements, such as to
verify whether an inventory entry contains sensitive information that would need to be removed if made
public. However, it does not include other steps, such as checks to ensure that each entry describes a
single use case and all relevant business units are listed.

In addition, the job aid for use case owners does not state when, if at all, to fill out multiple inventory
entries. For example, it does not state when separate entries may be necessary when expanding a use
case to a new business unit or if a project uses multiple separate Al systems.

Implementing mechanisms to ensure each Al use case inventory entry contains quality information will improve
IRS’s ability to oversee the inventory and comply with government-wide requirements in a compete, timely, and
accurate manner. While it will take resources to review the large quantity of existing Al use case entries in the
inventory, comprehensive quality controls—such as requiring key fields in the inventory to be completed when
information is first submitted—could help Al governance officials prioritize reviews. Comprehensive internal
guidance could also lead to higher-quality information in the inventory entries. With these steps, IRS can better
ensure it has a high-quality inventory that reflects how IRS uses Al across the agency. IRS would also be
positioned to assess the effects of any new Treasury or federal Al guidance on each Al use case and ensure
those use cases comply with requirements, such as taking risk-management steps for use cases designated
high-impact.

62|n fall 2024, quality issues in IRS’s inventory put IRS at risk of not meeting OMB deadlines for Al oversight. We found that the
inventory contained some inaccurate deployment dates, among other issues, which IRS used to schedule reviews of Al use cases to
meetan OMB deadline. We brought this issue to IRS’s attention. In response, IRS fixed the issues, allowing IRS to prioritize reviews of
some use cases and meet OMB requirements. OMB required annual reporting again in 2025. In August 2025, IRS began collecting Al
inventory updates. An assessment of IRS’s process for collecting the 2025 updates fell outside the scope of our audit work.
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IRS’s Al Inventory Omitted Some Use Cases

During our audit, we identified examples of Al use cases that were not listed in IRS’s Al inventory. They fell into
two sometimes overlapping categories.

o Contracted Al. In June 2025, we reported that IRS’s inventory did not include Al used by ID.me for
verifying taxpayer identities, including their use of biometric identification technology .62 We recommended
that IRS ensure that any use of Al in contracts for identity proofing is included in IRS’s Al inventory and
goes through IRS’s Al oversight process. IRS agreed with our recommendation. As a result, IRS started
adding entries to its Al inventory for two ID.me use cases.

« Alin alaw enforcement context. IRS’s Criminal Investigation unit has several Al-enabled tools, which
officials said are also contracted. These tools help to gather online information to build criminal cases. As
of June 2025, these tools were not included in IRS’s Al inventory.

IRS’s 2024 and 2025 Al policies clearly stated that all applications of Al at IRS must be reported in IRS’s
internal Al inventory. In addition, federal law, executive order, and guidance require agencies to document
generally all Al use cases, including those supported by or obtained through contracts, in their Al inventoriess4
OMB guidance specifies that Al governance requirements generally apply to Al used for law enforcement
purposes with limited exceptions.ss OMB guidance requires agencies to report any use case that is deemed to
be high-impact in their Al inventories and lists several types of law enforcement Al use cases that are
presumed to be high-impact.ss

We found several factors contributed to this issue.

« Policy and communication gaps. Some IRS officials did not understand IRS’s guidance. IRS’s 2025 Al
policy stated that in general all unclassified Al should be reported in the agency’s internal Al inventory.
However, the policy did not explicitly state that contracted Al should be added to the Al inventory or that the
internal inventory requirement applies to law enforcement use cases. In addition, neither agencywide
requests for additional inventory entries nor presentations across the agency about Al governance
requirements mentioned that the requirements apply to these types of Al. As a result, officials responsible
for missing Al use case entries told us they were aware of IRS’s Al governance process but not that it
applied to their contracted Al use cases.

Criminal Investigations officials said OMB’s 2024 Al inventory requirements were unclear about the
inclusion of commercial Al tools. They said this is partly why the use cases were not included in the
inventory. The officials said OMB’s 2025 Al inventory requirements were clearer and they planned to
submit seven additional use cases to IRS’s Al inventory. Criminal Investigations officials also said they

63GAO, Taxpayer Identity Verification: IRS Should Strengthen Oversight of Its Identity-Proofing Program, GAO-25-107273
(Washington, D.C.: June 11, 2025).

64Exec. Order No. 13960; Advancing American Al Act, Pub. L. No. 117-263, § 7225 136 Stat. 2395, 3671-3672 (2022); OMB M-25-21.

650MB M-25-21 states that assessments of particular Al applications because the Al provider is the target or potential target of a
regulatory enforcement, law enforcement, or national security action are excluded from the requirements of the memorandum.
660MB M-25-21 states that agencies are to determine if each use case is high-impact. The memorandum says Al use cases are
considered high-impact when the output serves as a principal basis for decisions or actions that have a legal, material, binding, or
significant effect on rights or safety.

Page 28 GAO-26-107522 Artificial Intelligence


https://www.gao.gov/products/GAO-25-107273

Letter

might have excluded use cases from the Al inventory because including them would have inappropriately
revealed information to those outside of law enforcement.

Reporting all Al use cases in an internal inventory is a first step in IRS being able to ensure that all of its Al
use cases—and in particular, any use case designated as high-impact—comply with government-wide Al
oversight requirements and are reported to Treasury and OMB when necessary. IRS could have officials
submit information about sensitive law enforcement use cases at a high level to the Al inventory to avoid
inappropriately revealing sensitive information. In that case, IRS could then maintain a separate, more
detailed Al inventory for sensitive law enforcement use cases.

While our report was at the agency for comment in February 2026, IRS published its updated Al
governance policy. The new policy included more detail on requirements for use cases involving contracts
and sensitive use cases. For example, it specifies when Al developed by third parties or Al services hosted
by external service providers are subject to IRS’s Al policy. It also includes details on how to treat sensitive
use cases, such as Al used for law enforcement purposes. The addition of this information in policy is a
positive step in ensuring IRS has a complete inventory. Still, IRS will need to include this additional
specificity in its future communications related to Al governance to ensure complete reporting.

« Steps not taken to identify additional existing contracts involving Al. As of May 2025, IRS Office of
the Chief Procurement Office (Procurement) officials said they had not undertaken efforts to review all of
the agency'’s existing contracts to determine if those contracts involve the use of Al. While IRS continues to
add some preexisting contracted Al use cases to the inventory, IRS could still be missing additional
existing contracts that involve the use of Al because the agency still has not examined thousands of
contracting documents, according to an IRS procurement official.6” As a result, some IRS officials
responsible for contracted Al may still be unaware of Al governance requirements for their contracts or use
cases. In the case of IRS’s contract with ID.me, officials said they were not aware that ID.me was using Al
as part of its services.

IRS has at least two ways to review existing contracts for potential uses of Al. One method is to perform
keyword searches on contracting documents. IRS Procurement officials told us that keyword searches
could have limitations because contract documents may not use the phrase “Al” or explicitly describe Al
technologies. The officials explained that acquisitions focus on desired performance or outcomes, not the
technology used to complete them. However, an official who pilot-tested keyword searches said this
approach would be feasible, in part, because of improved technical capabilities implemented in the past
year.

Officials noted they conducted searches using terms in OMB guidance. However, they did not coordinate
with the Al governance team to identify any additional Al-related keywords and examine search results for
the most likely potential Al use cases. Doing so could mitigate limitations related to the nature of reviewing
contracting documents and provide more tailored results, thus providing IRS with quality information.ss

IRS also has commercial software that should contain the information and capability for a comprehensive
search of contracts. IRS began using the software in 2025 to facilitate contract management. IRS included
the software in its June 2025 Al inventory, and the entry mentions that it has Al-enabled functionality for
searching the full text of contract documents. IRS could explore using this functionality to identify possible
uses of Al in other contracts. Despite the functionalities available to them, Procurement officials did not

67Between December 2024 and June 2025, IRS added 10 existing contracted Al use cases to the inventory, indicating that some use
case owners were made aware of and complied with Al governance requirements.

68Standards for Internal Controlin the Federal Government discusses identifying information requirements (e.g., relevant Al terms) as a
key attribute of using quality information.
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have plans to review existing contracts for Al use cases as of May 2025. Doing so is a first step in ensuring
those responsible for Al contracts comply with Al governance requirements.

« Steps not yet taken to identify new contracts involving Al. As of May 2025, IRS Procurement officials
said they had not yet taken steps to create a process for identifying which new contracts involve Al. For
example, IRS had not updated Procurement’s internal acquisition checklist to highlight Al governance
requirements. Procurement officials told us that they planned to update their internal guidance as part of
efforts to meet new OMB requirements that went into effect in late 2025.6° For example, OMB directed
agencies to require, when appropriate, that vendors disclose the use of Al.

IRS officials told us that this and efforts to implement other new OMB requirements will help them close the
information gap about vendor use of Al technologies. However, Procurement officials also told us that they
were awaiting further guidance from Treasury before updating their policies. Agencies had until December
2025 to implement new acquisition policies. Because these requirements were not effective until later in
2025 and IRS had not received guidance from Treasury on implementing OMB requirements, we are not
making recommendations in this area.

IRS officials cannot ensure Al is used responsibly and in alignment with other government-wide goals for Al if
they are not aware of how employees and contractors use Al. Having a complete inventory that includes all of
IRS’s Al use cases is an important first step in meeting government-wide Al requirements, such as conducting
oversight of high-impact use cases. Further, a complete inventory will help ensure IRS is adhering to the
evolving landscape of government-wide Al requirements. This is especially important in a resource constrained
environment, where resources may need to be prioritized.

IRS’s Management of Al Could Benefit from a More Strategic Approach

Fragmented Oversight Risks Potential Inefficiencies in IRS’s Al Investments

IRS’s Al governance process has included several entities with oversight of individual Al use cases, but none
were responsible for facilitating or engaging in a coordinated, strategic approach to managing Al investments
across the agency.

Previously, IRS’s 2024 Al governance policy required business units to send their use cases through a
centralized review process. The level of centralized reviews varied based on risk level as defined by OMB and
occurred after business units initiated the use cases through their own processes.” These reviews did not
include checking against the Al inventory for similar use cases.

In March 2025, IRS revised its Al policy to suspend these centralized reviews in response to changing federal
guidance.” This change further fragmented IRS’s approach to Al governance, placing oversight

690MB M-25-22.

700MB M-24-10 directed agencies to determine whether each Al use case affected the rights or safety of the public. In IRS’s 2024 Al
policy, the Al Assurance Team—a team of subject matter experts—reviewed all use cases to make this determination, among other
things. Those deemed rights- or safety-impacting had an additional level of review by IRS’s Data and Analytics Strategic Integration
Board. IRS Interim Guidance Memorandum (RAAS-10-0524-0001) (May 20, 2024).

71IRS Interim Guidance Memorandum (RAAS-0325-10-0001) (Mar. 11, 2025).
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responsibilities on each business unit using Al. See appendix Ill for more information on IRS’s 2024 and 2025
Al governance processes.

Under the fragmented approaches of the 2024 and 2025 Al policies, IRS had several use cases initiated by
different business units that had similar goals and engage in similar activities.”2 For example, our review of

IRS’s inventory found:

« Alfor digitization. IRS’s June 2025 Al inventory had at least six Al use cases that engage in similar
activities for extracting data from tax forms submitted on paper.73 These use cases were acquired from
different vendors and span five different business units. In May 2025, Treasury’s Chief Information Officer
(CIO) told us that IRS had paused its IT modernization projects, including some related to digitization, and
was reassessing these efforts. In August 2025, IRS officials told us that two of the six digitization use cases
had been retired as a result.

« Alfor legacy code modernization. IRS’s June 2025 Al inventory contained two similar use cases for
assisting IT officials with modernizing legacy computer code. These use cases were acquired from different
vendors. In May 2025, Treasury’s CIO told us that IRS had paused and was reassessing these efforts. He
also said that he would like for IRS to use more commercial Al products as part of its IT modernization
efforts.74 He said this includes one new Al tool to assist with modernizing legacy code. However, according
to the Treasury CIO, he had not reached out to coordinate with the IRS Al governance team to consult on
these new efforts, such as to identify if there were similar existing efforts at IRS. In September 2025, IRS
officials told us that both of these use cases have been retired.

« Althat identifies potential issues for audit. IRS’s Al inventory contains two Al use cases overseen by
different business units that engage in similar activities for analyzing the same tax form. Both use cases
assist officials with identifying potential issues for audit. IRS’s Small Business/Self-Employed unit initiated
their use case before IRS’s Al inventory existed. Officials responsible for the use case said reviewing the
inventory would have enabled them to consider if there was an existing use case to build upon rather than
building something from scratch. They said they may have avoided spending the time and resources to
develop their newer use case if they had known sooner about the use case developed by the other
business unit.

OMB guidance requires agencies to maximize the value of existing investments to ensure speedy deployment
and to protect taxpayer dollars from duplicative spending, including sharing resources within an agency.”s We
have previously reported that improving coordination and collaboration across and within an agency can help

72Qverlap occurs when multiple agencies or programs have similar goals, engage in similar activities or strategies to achieve them, or
target similar beneficiaries. Duplication occurs when two or more agencies or programs are engaged in the same activities or provide
the same services to the same beneficiaries. We recognize that there could be instances where some degree of program overlap or
duplication may be warranted. GAO, 2025 Annual Report: Opportunities to Reduce Fragmentation, Overlap, and Duplication and
Achieve an Additional One Hundred Billion Dollars or More in Future Financial Benefits [Reissued with revisions on May 13, 2025],
GAO-25-107604 (Washington, D.C.: May 13, 2025), and Fragmentation, Overlap, and Duplication: An Evaluation and Management
Guide, GAO-15-49SP (Washington, D.C.: Apr. 14, 2015).

73The six use cases were spread across IRS’s categories: four in operational efficiency, one in taxpayer services, and one in tax
compliance and fraud detection.

74As of June 2025, Treasury’s CIO worked with IRS IT to draftpreliminary plans forits modernization projects through early 2026. Many
of these projects involve the acquisition and application of Al.

7S0MB M-25-21.
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reduce or better manage potential overlap and duplication.”s Our leading practices outline various approaches
that could promote better coordination and collaboration among IRS entities responsible for Al use cases. For
example, to the extent permissible by OMB and Treasury guidance,”” IRS could:

« Designate a single central entity with oversight responsibility. As previously described, IRS’s Al
governance approach became more decentralized in its 2025 policy, further limiting coordination and
collaboration among the entities responsible for Al oversight.78 According to our leading practices for
collaboration, designating a single leader could help IRS centralize accountability and speed decision
making.” IRS could task a single entity, such as one of the entities previously tasked with centralized
reviews, with responsibility for coordinating regular assessments of new Al use cases for unwarranted
overlap or duplication.

Alternatively, the Al governance team could be well positioned to take this role, given its role in managing
the Al inventory. As the officials managing IRS’s inventory, they have visibility and knowledge of every Al
use case at the agency. In addition, the Al governance team has an informal process to help assess
potential new Al use cases. Specifically, the team uses an internal website, the Enterprise Al Front Door, to
coordinate with business unit staff interested in using Al, assess ideas for new Al use cases, and prevent
duplicate work by assessing if new ideas could leverage existing resources.

Al governance officials told us that resource constraints, including significant reductions in staff, make it
challenging to keep pace with submissions to the Enterprise Al Front Door and take on any additional
oversight roles. Nevertheless, the Al governance team may still be best positioned to identify potential
opportunities for business units to leverage existing resources early in the Al life cycle.

« Clarify the business units’ roles and responsibilities for initiating Al use cases. According to Al
governance officials, the process for initiating new Al use cases may differ between business units.
Business unit officials can voluntarily review IRS’s Al inventory for opportunities to coordinate and
collaborate with other business units on similar efforts but doing so is not required in IRS’s Al policy.

According to our leading practices for collaboration, clarifying roles and responsibilities in policy could help
standardize decision-making and increase communication between business units.8® IRS could clarify
business units’ roles and responsibilities when initiating a new Al use case and specify that the initiation
process should involve assessment for potential overlap or duplication with existing use cases. An
assessment during the initiation process would ensure IRS is leveraging resources it has already
committed prior to investing significant resources in a new use case.

According to Al governance officials, IRS’s oversight approach has always prioritized innovation and speed in
meeting business units’ needs. In February 2026, IRS published an updated Al governance policy which
generally continued the decentralized approach of the 2025 policy but reinstated centralized reviews over

76GAO, Government Performance Management: Leading Practices to Enhance Interagency Collaboration and Address Crosscutting
Challenges, GAO-23-105520 (Washington, D.C.: May 24, 2023).

770MB M-25-21 directs agenciesto designate officials atthe lowest appropriate level responsibility for identifying, assessing, mitigat ing,
and accepting risk for Al use cases. In September 2025, Treasury issued a Compliance Plan and Al Strategy for OMB M-25-21. In
February 2026, IRS updated its Al governance policy which integrates OMB and Treasury guidance.

78]RS’s 2026 Al governance policy reinstated the centralized review process for use cases designated as high-impact. See IRS Internal
Revenue Manual § 10.24.1.

79GA0-23-105520.
80GAO-23-105520.
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certain aspects of high-impact use cases. However, it did not include a process to improve coordination to
identify potential overlap or duplication.

A more coordinated, strategic approach can help IRS better manage its fragmented approach to Al
governance. Specifically, it could help ensure staff exploring a new use case identify opportunities to leverage
existing resources or lessons learned. For example, business units may be able to leverage existing contracts
or models developed in house for other business needs.

Either of these approaches can help IRS improve its ability to strategically manage Al investments across the
agency and reduce the risk of unwarranted overlap or duplication in future Al use cases. In particular,
increasing coordination and collaboration among IRS business units can help IRS maximize the value of
existing Al investments while protecting taxpayer dollars from duplicative spending, in accordance with OMB
guidance. While additional coordination and collaboration would require more work at a time when IRS is
resource constrained, such efforts early in the Al governance process could ultimately save IRS time and
money.

IRS Does Not Track How Individual Al Use Cases Contribute to Strategic Goals

IRS does not have a process to ensure its Al investments are contributing to agency goals. In April 2023, IRS
published a strategic plan that outlined agencywide goals and guided its investments under the Inflation
Reduction Act.s1 However, IRS does not track how its Al use cases align with these strategic goals and does

not collect performance metrics on Al use case contributions to meeting the goals.

« Alignment to strategic goals. IRS does not require use case owners to report on how their Al use cases
align to IRS’s overall strategic goals. IRS collects a variety of information from individual use case owners
as part of its Al inventory process. For example, use case owners are asked to describe what the Al use
case intends to achieve and to select an “IRS category” (i.e., whether it contributes to operational
efficiency, tax compliance and fraud detection, or taxpayer services). Al governance officials said the “IRS
category” field was sufficient to show the prevalence of Al in the major mission areas at IRS. They also
explained that a use case’s connection to the strategic goals may be unclear because Al may be one
component of a larger project.

However, officials said use case owners should be able to identify how their Al connects to the agency’s
goals. IRS officials told us that going forward they were considering adding a field in the Al inventory about
alignment to strategic goals. IRS officials explained that the updated Treasury and IRS strategic goals must
be established before adding this field to the inventory. In April 2025, Treasury internally shared the
strategic goals and priorities for its draft strategic plan for fiscal years 2026-2030. According to IRS officials,
some offices in IRS have started taking steps to align their efforts to these new goals.

« Al performance metrics. IRS has not established Al-specific success measures it could use to track how
well individual use cases help achieve IRS’s strategic goals or compare the performance of similar use
cases. By collecting data, such as the amount of staff time saved by replacing a manual process with Al,
IRS could better understand how its Al initiatives are improving operational efficiency throughout the
agency. As part of the 2024 and 2025 Al governance process, IRS required Al use case owners to report
some performance metrics for each use case. However, those metrics were about the technical

8linternal Revenue Service, Internal Revenue Service Inflation Reduction Act Strategic Operating Plan, Publication 3744 (Washington,
D.C.: April 2023).
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performance of the Al model and not the extent to which the use case contributed to agency strategic
goals.

IRS officials noted that OMB guidance requires agencies to use specific metrics or qualitative analysis to
assess the effects of its Al. However, that requirement only applies to Al use cases the agency designates
as high-impact.82 In addition, IRS officials explained that Al not designated high-impact might also have
notable programmatic effects, such as improved productivity or improvements to taxpayer assistance.
Understanding the extent of this effect for all use cases, regardless of whether a use case falls under
OMB'’s high-impact designation, is an important step in IRS strategically managing its entire Al inventory.

OMB guidance states that an agency’s strategic goals and objectives should be used to align resources, such
as Al investments, and guide decision-making to accomplish priorities.83 It also recommends that agencies
build a portfolio of evidence, such as performance measurement, to support this decision-making.s4 While this
guidance is directed at Treasury, we have previously reported that agency components, such as IRS, can use
federal guidance as leading practices for their own planning.s5 We have also reported that key practices such
as defining goals and collecting evidence can help agencies effectively manage and assess the results of their
efforts.s6

Given the challenges IRS faces with a more limited resource environment, it is important for IRS to strategically
manage its Al investments by understanding how and how well Al contributes to agency goals, once those
goals are established. A process to identify goals that use cases support and collect relevant performance
metrics will help IRS build evidence needed for this strategic approach and identify lessons learned. For
example, IRS will be better positioned to make decisions about which Al use cases present the best return on
IRS’s investment as agency priorities and resources evolve. Prioritizing high-performing Al use cases that
support the most important agencywide initiatives would also help ensure that these efforts are more likely to
succeed and maximize value to the taxpayer.

Conclusions

IRS’s capacity for using and overseeing its large inventory of Al was significantly affected in 2025 amid
changes to resource levels and government-wide guidance. Staffing reductions and other changes began
affecting IRS’s efforts to develop, procure, and use Al. Identifying and developing a plan to address Al skills

gaps will be critical if IRS is to support its Al efforts and continue increasing its use.

While IRS has built a foundation for Al governance, there is room for IRS to strengthen its efforts so it can
better manage its existing inventory and comply with government-wide requirements. Ensuring the quality and
completeness of IRS’s Al inventory is a key step in ensuring effective Al governance. Establishing a

820MB M-25-21 states that Al is considered high-impactwhen its output serves as a principal basis for decisions or actions that have a
legal, material, binding, or significanteffecton rights or safety. OMB guidance requires agenciesto documentimplementation of the risk
managementpractices for high-impact Al, including the use of specific metrics or qualitative analysis to assess impacts, by April 2026.
In February 2026, IRS updated its Al governance policy which integrates OMB and Treasury guidance.

830MB, Circular No. A-11, section 230.2 (2024).
840MB, Circular No. A-11, section 240.15 (2024).
85GAO, IRS Website: Long-Term Strategy Needed to Improve Interactive Services, GAO-13-435 (Washington, D.C.: Apr. 16, 2013).

86GAO, Evidence-Based Policymaking: Practices to Help Manage and Assess the Results of Federal Efforts, GAO-23-105460
(Washington, D.C.: July 12, 2023).

Page 34 GAO-26-107522 Artificial Intelligence


https://www.gao.gov/products/GAO-13-435
https://www.gao.gov/products/GAO-23-105460

Letter

comprehensive quality assurance process and internal guidance for IRS’s Al inventory will enable the agency
to provide complete, timely, and accurate information for Treasury and OMB reporting. Clarifying policy and
taking steps to ensure all types of Al are consistently identified and reported in the inventory will better prepare
IRS to report a complete Al inventory. Collectively, these efforts would provide greater transparency within IRS
and to the public on how the agency is using Al to support its operations.

Finally, a more strategic approach to managing IRS’s Al investments could improve the chances that new Al
efforts will succeed, particularly in a constrained resource environment. Coordinating oversight across the
inventory to compare new investments to existing Al use cases would help ensure new Al adds value and
avoids unwarranted overlap or duplication. Tracking Al use case alignment to agency goals and having
common metrics to compare the outcomes of Al use cases would help facilitate decision-making. Overall,
these types of activities would help IRS ensure its limited resources are used in the most efficient manner and
provide the best returns on investment.

Recommendations for Executive Action

We are making the following eight recommendations to IRS:

The Commissioner of Internal Revenue should identify the skills the agency needs to support its use of Al and
develop a plan to address any related skills gaps. (Recommendation 1)

The Commissioner of Internal Revenue should ensure IRS has a comprehensive quality assurance process for
Al inventory entries, including mechanisms for documenting complete and quality information.
(Recommendation 2)

The Commissioner of Internal Revenue should ensure IRS’s internal guidance related to the Al inventory is
comprehensive, including the job aids for Al use case owners and checklist the Al governance office uses to

verify inventory entries. (Recommendation 3)

The Commissioner of Internal Revenue should ensure internal communications about Al governance clarify
that all Al unclassified use cases, including contracted and sensitive law enforcement Al, are subject to Al
inventory requirements, with limited exceptions. (Recommendation 4)

The Commissioner of Internal Revenue should take steps to identify all existing contracts involving Al and
notify those responsible for the contracts of IRS’s Al governance requirements. (Recommendation 5)

The Commissioner of Internal Revenue should develop and implement policies to increase coordination and
collaboration among business units using Al, including assessing opportunities to leverage existing resources,
and avoid potential unnecessary overlap or duplication when new use cases are initiated. (Recommendation 6)

The Commissioner of Internal Revenue should require Al use case owners to report how each use case aligns
with IRS strategic goals. (Recommendation 7)

The Commissioner of Internal Revenue should establish performance metrics and require Al use case owners

to report on outcomes for IRS to use to inform its strategic decision-making on the use of Al.
(Recommendation 8)
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Agency Comments and Our Evaluation

We provided a draft of this report to the Secretary of the Treasury and the Acting Commissioner of Internal
Revenue for review and comment. IRS provided written comments, which are reproduced in appendix IV. IRS
agreed with all eight of our recommendations and described steps it plans to take, or has started taking, in
response to each recommendation. IRS also provided technical comments, which we incorporated as
appropriate.

In the draft report, we recommended IRS ensure internal policies and communications have additional clarity
(Recommendation 4). While our report was at the agency for comment, IRS updated its Al governance policy,
as IRS noted in its comments. The updated policy addressed the policy aspect of our recommendation.
Therefore, we revised the recommendation to focus on IRS’s internal communications.

We are sending copies of this report to the appropriate congressional committees, the Secretary of the
Treasury, IRS, and other interested parties. In addition, the report is available at no charge on the GAO

website at http://www.gao.gov.

If you or your staff have any questions about this report, please contact me at McTigueJ@gao.gov. Contact
points for our Offices of Congressional Relations and Media Relations may be found on the last page of this
report. GAO staff who made key contributions to this report are listed in appendix V.

//SIGNED//

James R. McTigue, Jr.
Director, Strategic Issues
Tax Policy and Administration
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Appendix I: Objectives, Scope, and Methodology

This report assesses (1) how the Internal Revenue Service (IRS) uses Al and how resource changes at IRS
could affect Al efforts, (2) the quality of information in IRS’s Al use case inventory, and (3) how IRS
strategically manages its existing and planned use case to identify potential cost savings and achieve

agencywide goals.

For all three objectives, we tested the reliability of IRS’s Al inventories from 2022 through 2025 by checking for
obvious errors and inconsistencies. Our data reliability tests included assessments for completion of required
fields, potential duplicate entries, and logical consistency between dates. For example, we verified the
inventory contained key information, such as use case name, use case status (e.g., active, dormant, or
closed), IRS category, and life cycle stage. For use cases we describe in the report, we discussed the
accuracy of the content with IRS, but we did not verify the accuracy of all inventory content for all use cases.

We interviewed IRS Al governance officials about how the Al inventories were created and changed over time
and reviewed supporting documentation. We followed up with IRS to obtain certain missing information so we
could fully present summary statistics in this report and supplementary material associated with this report, as
necessary.! We identified some data reliability issues and interviewed IRS officials about the reasons for
missing information and other errors we identified. Overall, we found the inventories to be reliable for our
purpose of describing how IRS uses and reports its use of Al.

To describe how IRS uses Al, we reviewed information in IRS inventories from 2022 to 2025. We also
reviewed the Department of the Treasury’s public Al use case inventories from 2022, 2023, and 2024, and
discussed IRS’s approach to submitting its use cases to those inventories with IRS's Al governance officials.2
We compared IRS’s internal inventories across those years to describe changes in IRS’s use of Al over time.
We used the inventories and reviewed relevant federal law, an executive order, and government-wide
guidance to describe differences between the numbers reported publicly through Treasury’s inventories and
the numbers listed in IRS’s internal inventories.3

We used IRS’s June 2025 internal Al inventory to describe summary statistics and other information, such as
dates use cases were initiated, the number of use cases in development and in operation, and examples of
specific Al use cases. We described use cases that fell into each of the IRS categories reported in IRS’s Al
inventory: operational efficiency, compliance and fraud, and taxpayer services. When describing use cases, we
selected examples that were representative of the category and could be described without disclosing sensitive
information. We obtained additional information from various business units about use cases as needed, such

1Alongside thisreport, we published supplemental material containing a list of IRS’s non-sensitive Al use cases and key details about
each. It can be accessed on our public website at https://www.gao.gov/products/gao-26-108418.

2As a component of Treasury, IRS reports its public Al inventories through Treasury. In January 2026, Treasury published its 2025 Al
inventory on http://www.Treasury.gov/Al after OMB extended the deadline to publishinventoriesin responseto a governmentshutdown
due to a lapse in appropriations. We generally did not assess Treasury’s 2025 inventory.

3For example, we reviewed Exec. Order No. 13960, Promoting the Use of Trustworthy Artificial Intelligence in the Federal Government,
85 Fed. Reg. 78939 (Dec. 8, 2020); and Advancing American Al Act, Pub. L. No. 117 -263, 88§ 7225, 136 Stat. 2395, 3671-3672 (2022).
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as the number of taxpayer interactions with voice bots and chatbots. We also compared trends in IRS’s use of
Al to relevant laws.4

To assess how resource changes at IRS could affect the use of Al, we interviewed IRS officials in several
offices involved with developing, using, establishing agency policy, or otherwise supporting the use of Al (e.g.,
maintaining IT platforms). Specifically, we interviewed officials from IRS’s Research, Applied Analytics and
Statistics unit (RAAS), IT, and the Office of the Chief Procurement Officer (Procurement) because these are
the offices most heavily involved with using or supporting the use of Al at IRS. We also met with IRS’s Human
Capital Office. We discussed topics such as resources involved in using Al, changes to agency resources and
priorities, specific Al use cases, and workforce planning. We reviewed relevant documentation related to
staffing changes in 2025 and changes to Procurement priorities, such as a Presidential memorandum,
executive orders, Treasury memorandums, and IRS communications.s We compared this information to IRS
policy on workforce planning, key principles for workforce planning, and relevant aspects of Office of
Management and Budget (OMB) guidance.s

To assess the quality of information in IRS’s Al inventory, we reviewed elements of accuracy and
completeness of the data contained in the inventories.” We also reviewed IRS policies,? internal guidance,
relevant law, executive orders, and government-wide guidance on creating and maintaining Al inventories.® We
interviewed IRS’s Al governance officials about processes related to creating and maintaining IRS’s Al
inventory and quality issues we found as part of the data reliability testing mentioned above and additional
analysis. We compared information about the business units listed for each use case to technical
documentation for the use case, when we had that documentation.1© We compared quality issues in the

4Taxpayer First Act of 2019, Pub. L. No. 116-25, 133 Stat. 981; Inflation Reduction Act of 2022, Pub. L. No. 117-169, § 10301, 136
Stat. 1818, 1831-1833.

SFor example, we reviewed Presidential Memorandum, Extension of Hiring Freeze (Apr. 17, 2025); Exec. Order No. 14222,
Implementing the President’s “Department of Government Efficiency” Cost Efficiency Initiative, 90 Fed. Reg. 11095 (Mar. 3, 2025); and
Exec. Order No. 14271, Ensuring Commercial, Cost-Effective Solutions in Federal Contracts, 90 Fed. Reg. 16433 (Apr. 18, 2025).
6Internal Revenue Service, Internal Revenue Manual § 6.250.2 (Aug. 17, 2020); GAO, Human Capital: Key Principles for Effective
Strategic Workforce Planning, GAO-04-39 (Washington, D.C.: Dec. 11, 2003); and OMB M-25-21, Accelerating Federal Use of Al
through Innovation, Governance, and Public Trust (Apr. 3, 2025).

7Accuracy refersto the extent that recorded data reflectthe actual underlying information. Completeness s the extent to which relevant
data records and fields are present and sufficiently populated. In addition, we refer to completeness issues, focusing on the extent to
which IRS’s Al inventory contained all relevant Al use cases.

8We primarily assessed IRS’s 2024 and 2025 Al policies. In February 2026, IRS updated its Al policy which integrates OMB and
Treasury guidance. IRS published its 2026 Al policy while our reportwas at IRS forcomment. As such, we generally did not assess the
2026 policy. However, we mention this updated policy where relevant. Internal Revenue Service, Interim Guidance Memorandum
(RAAS-10-0524-0001), Interim Guidance for New IRM 10.24.1, Artificial Intelligence (Al) Governance and Principles (May 20, 2024);
IRS Interim Guidance Memorandum (RAAS-10-0325-0001) (Mar. 11, 2025); and Internal Revenue Manual, IRS Policy for Artificial
Intelligence (Al) Governance, § 10.24.1.

9For example, we reviewed Exec. Order No. 13960; Advancing American Al Act, Pub. L. No. 117-263, §§7221-7228, 136 Stat. 2395,
3668-3676(2022) (reprintedin40 U.S.C. § 11301 note); OMB M-24-10, Advancing Governance, Innovation, and Risk Management for
Agency Use of Artificial Intelligence (Mar. 28, 2024); and OMB M-25-21.

10We obtained this documentation for many of the Al use cases in IRS’s inventory as of June 2024. Reviewing the accuracy or
completeness of this additional documentation fell outside the scope of our engagement.
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inventory entries to requirements in IRS guidance, OMB guidance, standards for internal control, and leading
practices for Al accountability .11

To assess the extent to which IRS had a complete inventory (i.e., all use cases were included), we reviewed
documentation from IRS, including from our related engagements. We interviewed officials responsible for
potentially missing use cases in IRS’s Criminal Investigation unit and IT. We also interviewed IRS Procurement
officials about processes for searching and identifying Al in procurement actions and reviewed related
documentation. We compared this information to requirements in executive order, IRS policy, law, and OMB

guidance.12

To assess the extent to which IRS strategically manages its Al inventory to identify potential cost savings, we
reviewed IRS’s Al policies and OMB guidance.3 We interviewed IRS’s Al governance officials about the
agency’s approach to managing its Al investments, such as entities involved in initiating Al use cases and
ensuring compliance with law and government-wide guidance.

We also analyzed IRS’s June 2025 internal Al inventory to identify examples of potential overlap or duplication.
To gain further insight on those examples and the nature of business unit Al-related processes, we interviewed
officials responsible for or associated with the use cases in RAAS, IT, the Taxpayer Services unit, the Small
Business/Self-Employed unit, and the Large Business & International unit. We compared IRS’s processes for
managing Al use cases, including the roles and responsibilities documented in its Al governance policies, to
OMB guidance and relevant aspects of leading practices for collaboration identified in our prior work.14

To assess the extent to which IRS strategically manages its Al inventory to achieve agencywide goals, we
reviewed documentation about IRS strategic goals, objectives, and priorities and Treasury’s draft strategic
goals for fiscal years 2026-2030.15 We also reviewed IRS policy and guidance about the Al inventory to
determine the extent to which they require the collection of information related to strategic goals and
outcomes.1¢ To better understand the evolving nature of IRS’s strategic goals and their connection to Al
investments, we interviewed IRS officials from RAAS, including Al governance officials, and officials in IRS’s

110MB M-25-21; OMB, 2025 Al Use Case Inventory Questions; GAO, Atrtificial Intelligence: An Accountability Framework for Federal
Agencies and Other Entities, GAO-21-519SP (Washington, D.C.: June 30, 2021); and Standards for Internal Control in the Federal
Government, GAO-14-704G (Washington, D.C.: Sept. 10, 2014).

12Exec. Order No. 13960; Advancing American Al Act, Pub. L. No. 117-263, § 7225 136 Stat. 2395, 3671-3672 (2022); Internal
Revenue Service, Interim Guidance Memorandum (RAAS-10-0325-0001), Interim Policy for Al Governance (Mar. 11, 2025); and OMB
M-25-21.

13For example, we reviewed IRS Interim Guidance Memorandum (RAAS-10-0524-0001) (May 20, 2024); IRS Interim Guidance
Memorandum (RAAS-10-0325-0001) (Mar. 11, 2025); OMB M-24-10; and OMB M-25-21.

140MB M-25-21; GAO, Government Performance Management: Leading Practicesto Enhance Interagency Collaboration and Address
Crosscutting Challenges, GAO-23-105520 (Washington, D.C.: May 24, 2023); and Fragmentation, Overlap, and Duplication: An
Evaluation and Management Guide, GAO-15-49SP (Washington, D.C.: Apr. 14, 2015).

15Internal Revenue Service, Internal Revenue Service Inflation Reduction Act Strategic Operating Plan, FY2023 — 2031, Publication
3744 (Washington, D.C.: Apr. 5, 2023); and 2024 IRA Strategic Operating Plan Annual Update Supplement, Publication 3744-A (April
2024). As of December 2025, Treasury had not publicly released its strategic goals, butit communicated them internally to IRS.

16|RS Interim Guidance Memorandum (RAAS-10-0325-0001) (Mar. 11, 2025).
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Transformation and Strategy Office.l” We compared this information against relevant OMB guidance on Al
governance, strategic planning, and evidence-based policymaking.:8

To inform our first and third objectives, we also interviewed Treasury’s Chief Information Officer in his capacity
as IRS’s Department of Government Efficiency official and other Treasury officials. We discussed plans for
changes to IRS’s IT modernization efforts and obtained a copy of draft IT modernization plans. We compared

this information to information provided by other IRS officials and information in IRS’s Al inventories.

We conducted this performance audit from April 2024 to March 2026 in accordance with generally accepted
government auditing standards. Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

17As of June 2025, the Transformation and Strategy Office had been disbanded.
180MB M-25-21; and OMB, Circular No. A-11, Sections 230.2 and 240.15 (2024).
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Appendix Il: Types of Costs Associated with the
Internal Revenue Service’s Use of Al

The Internal Revenue Service (IRS) requires resources to fund its use of Al. IRS officials explained that a given
Al use case—an application of Al used for a particular business purpose—may be used across multiple IRS
projects or could be a small component of a larger project, making it difficult to isolate Al-specific costs.
However, some costs are identifiable.

There are both direct and indirect costs associated with developing and using Al. Direct costs, such as salaries
for data analysts or contractors to build an Al model, could be attributed to one or more specific use cases.
Indirect costs, such as IT platforms that have the capacity to process large volumes of data, may not be linked
to one specific use case but are necessary for IRS to operate Al tools. Table 2 describes the types of costs
associated with IRS’s use of Al.
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|
Table 2: Types of Costs Associated with Internal Revenue Service Use of Al

Type Cost Description

Direct Contracts The Internal Revenue Service (IRS) often uses contracts to purchase Al tools or provide staffing
support. According to officials, IRS may work with contractors to purchase an existing Al tool,
jointly develop a new Al tool, or bring on subject matter experts to assist IRS with its in-house Al
efforts, such as ongoing maintenance for Al use cases or Al governance. IRS may also purchase
commercial Al tools, including commercial-off-the-shelf (COTS) products, that require licensing
agreements.2 As of June 2025, about 80 percent of the use cases in IRS’s Al inventory involved
contracts in some capacity.

Direct Federal workforce IRS employs staff to develop and manage Al use cases throughout the Al life cycle. After a use
case is deployed into operation, staff are required to monitor and maintain it.

IRS reported that federal employee workforce costs associated with Al can be as much as 30 to
50 percent above other estimated Al costs. IRS told us that it had increased its hiring for data
scientists focused on activities ranging from Al developmentto Al governance in fall 2024.
However, IRS’s Al workforce significantly decreased between January and May 2025 primarily
due to terminations, resignations, and retirements. These departures affect IRS’s ability to
continue using Al and may reduce the estimated share of workforce spending.

Indirect Al oversight IRS funds administrative and organizational activities related to oversight of its Al efforts. This
includes efforts related to agencywide Al governance and Al-related procurement.

Al governance. In spring 2024, IRS established an Al governance team in its Research, Applied
Analytics and Statistics unit (RAAS). This team helps IRS to navigate and meet federal
requirements for Al governance, such providing guidance on and managing IRS’s Al inventory.

Procurement. Staff in IRS’s Office of the Chief Procurement Officer (Procurement) support officials
across IRS in acquiring Al tools, infrastructure, and staff support. They also have a role in
implementing Office of Managementand Budget (OMB) Memorandum M-25-22, which focuses on
Al acquisitions. As of December 2025, IRS was waiting on guidance from the Department of the
Treasury onimplementing the memorandum.? Al governance officials told us that they had begun
discussing potential paths for overseeing future Al acquisitions with Procurement but had not
documented plans as of December 2025.

Indirect Data IRS requires data, such as data on audit outcomes, to train or update Al models. Changesin IRS
enforcement resources could affect the quality of future Al models focused on tax compliance. If
IRS resources for conducting audits falls, fewer audits are conducted, meaning less data are
available to train or update Al models. For example, in May 2025, a RAAS official explained their
team would not be able to validate a new Al use case because there wasn’t enough staff to collect
the volume of auditinformation needed.

Indirect IT platforms IRS has investedin IT infrastructure and tools to supportits Al efforts. This includesinvesting in IT
platformsthat enable officials to host and process large amounts of data, build and document Al
models, and improve Al performance and capabilities. According to IRS officials, as of fall 2024,
they were devoting resources to finding a more efficient way of managing Al models by
transitioning from decentralized on-premises Al models to cloud-based platforms managed by
IRS’s IT unit. However, in May 2025, Treasury’s Chief Information Officer told us that all of IRS’s
IT modernization efforts were paused for reassessment.

Source: GAO analysis of IRS data and interviews with IRS officials. | GAO-26-107522

dUnder the Federal Acquisition Regulation (FAR), COTS refers to commercialitems sold in substantial quantities in the commerc ial marketplace and
offered to the government undera contract or subcontract at any tier, without modification, in the same formi nwhich itwas sold in the marketplace. This
report reflects the FAR rules in place before the August 2025 revision to the FAR Part 12.

POMB Memorandum M-25-22 required agencies to achieve compliance with the guidance by October 2025 and update its acquisition policies by
December 2025.
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Appendix lll: Entities Involved in the Internal
Revenue Service’s Al Governance Process

The Internal Revenue Service (IRS) has Al governance policies that established the steps necessary for Al use
cases to be approved for operation within the agency. In May 2024, IRS published an interim Al governance
policy to guide the implementation of Al at the agency, in alignment with federal requirements.1 In March 2025,

IRS revised this interim policy in response to changes to federal Al requirements.2

Both IRS’s 2024 and 2025 Al governance policies outline a process that includes several entities responsible
for oversight of individual use cases. See figure 9 for the entities involved in IRS’s Al governance process, as

described in the policies.3

Figure 9: IRS’s 2024 and 2025 Interim Al Governance Processes

2024 Interim Al Governance Process 2025 Interim Al Governance Process

Document Al governance team assists Al project Al governance team assists Al project
the teams in submitting their use cases to the teams in submitting their use cases to the
use case inventory and developing documentation inventory and developing documentation

Al Assurance Team reviews use
case documentation and provides
recommendation on operational
readiness

Review for
compliance
with federal

requirements

Business units approve use cases

Data and Analytics Strategic for operation
Integration Board approves
high-risk use cases for operation®

Approve
for
operation

Business units approve non-high-
risk use cases for operation

Operation

Source: GAO analysis of Internal Revenue Service (IRS) Al policies. | GAO-26-107522

0OMB Memorandum M-24-10 directed agenciesto determine whethereach Al use case affected the rights orsafety ofthe public. Use cases that the Al
Assurance Team deemed highrisk of affecting the rights or safety of thepublichad an additional level ofreview by IRS’s Data and Analytics Strategic
Integration Board.

« Business units manage their own Al use cases and do not necessarily look across the entire inventory.
They approve the initiation of new use cases through their own existing processes for determining a
commitment of IRS resources. IRS officials told us that some business units have more mature processes
in place for initiating use cases than others. They explained that some small business units, for example,

1IRS Interim Guidance Memorandum (RAAS-10-0524-0001), Interim Guidance for New IRM 10.24.1, Artificial Intelligence (Al)
Governance and Principles (May 20, 2024).

2IRS Interim Guidance Memorandum (RAAS-10-0325-0001) (Mar. 11, 2025).

30MB M-25-21required agencies to update their Al policies. While our report was at IRS forcommentin February 2026, IRS published
its updated Al governance policy. Due to the timing of the release of this new policy, we did notinclude itin this appendix.
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did not often use Al and therefore did not have the business processes that involve assessing Al-specific
considerations.

« The Al governance team helps IRS navigate and meet federal requirements for governance. Al
governance officials support use case owners in navigating the governance process, such as providing
guidance on adding the use case into IRS’s inventory and reviewing Al documentation. The Al governance
team also manages the inventory, including sending out agencywide requests for new and updated use
case information to be added to the inventory.

« The Al Assurance Team was established as part of IRS’s 2024 Al governance process. It was a cross-
functional team of subject matter experts from several business units that validated use case compliance
with federal Al requirements. They assessed each use case individually based on submitted
documentation and provided a recommendation of the use case’s readiness for deployment.4 Use cases
that the Al assurance team determined were high risk went through an additional level of review.5 In March
2025, IRS’s 2025 interim Al policy suspended the Al Assurance Team’s role in the governance process in
response to changes in federal Al requirements.

« The Data and Analytics Strategic Integration Board is a group of experts from across IRS tasked with
promoting and enhancing data analytics efforts within the agency. IRS’s 2024 Al governance policy
charged this group with overseeing the portfolio of Al projects at IRS and ensuring compliance with federal
requirements. However, the policy did not specify what oversight of the entire Al portfolio should entail. Al
governance officials told us that in practice, the board had a more limited role. While it received some
information about the inventory as a whole, the board focused its reviews on individual use cases labeled
as high risk to determine if they were ready to go into operation. IRS’s March 2025 interim Al policy
suspended the board’s role in the governance process in response to changes to federal Al requirements.

4This documentation may include assessments such as Privacy and Civil Liberties Impact Assessment, System Security Assessment,
Risk of Bias Assessment, and others as applicable. IRS Interim Guidance Memorandum (RAAS-10-0524-0001) (May 20, 2024).

50MB Memorandum M-24-10 directed agencies to determine whether each Al use case affected the rights or safety of the public. In
IRS’s 2024 Al policy, the Al Assurance Team reviewed all use cases to make this determination, among other things. Those deemed
rights- or safety-impacting had an additional level of review by IRS’s Data and Analytics Strategic Integration Board. IRS Interim
Guidance Memorandum (RAAS-10-0524-0001) (May 20, 2024).
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DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, DC 20224

FRANK J. BISIGNANO
CHIEF EXECUTIWE OFFICER

February 25, 2026

Mr. James R. McTigue, Jr.

Director, Strategic Issues

U.S. Government Accountability Office 441 G Street, N.W.
Washington, D.C. 20548

Dear Mr. McTigue:

Thank you for the opportunity to review your draft report titled Artificial Intelligence: IRS

Actions Needed to Address Skills Gaps, Information Quality, and Strategic Management
(GAO-26-107522). The IRS Office of Research, Applied Analytics and Statistics (RAAS)
is the Service's centralized research and analytic organization, led by a Chief Data and

Analytics Officer who also serves as the IRS Responsible Al Official.

As of June 2025, there were 126 Al use cases in the IRS Al use case inventory,
including certain non-reportable basic and applied research and development use
cases, and sensitive use cases ineligible for public reporting. In alignment with recent
executive orders and guidance from the Office of Management and Budget (OMB),
IRS’s uses of Al are growing rapidly. Our focus continues to be on employing Al to
improve operational efficiency, tax compliance and fraud detection, and taxpayer
services.

As acknowledged in this draft report, there have been many sweeping changes in
government-wide guidance for federal agency use of Al. As a prime example, OMB’s M-
25-21 charges agencies to “lessen the burden of bureaucratic restrictions and to build
effective policies and processes for the timely deployment of Al.” Specifically,
Department-level agencies and components such as IRS must:

* Remove unnecessary and bureaucratic requirements that inhibit innovation and
responsible adoption.

» Delegate responsibilities and accountability for risk acceptance to appropriate
officials throughout the agency, ensuring that swift action is possible with
sufficient guardrails in place.
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DEPARTMENT OF THE TREASURY
INTERNAL REVENUE SERVICE
WASHINGTON, DC 20224

February 25, 2026

Mr. James R. McTigue, Jr.

Director, Strategic Issues

U.S. Government Accountability Office
441 G Street, N.W.

Washington, D.C. 20548

Dear Mr. McTigue:

Thank you for the opportunity to review your draft report titled Artificial Intelligence: IRS Actions Needed to
Address Skills Gaps, Information Quality, and Strategic Management (GAO-26-107522). The IRS Office of
Research, Applied Analytics and Statistics (RAAS) is the Service's centralized research and analytic

organization, led by a Chief Data and Analytics Officer who also serves as the IRS Responsible Al Official.

As of June 2025, there were 126 Al use cases in the IRS Al use case inventory, including certain non-
reportable basic and applied research and development use cases, and sensitive use cases ineligible for
public reporting. In alignment with recent executive orders and guidance from the Office of Management and
Budget (OMB), IRS's uses of Al are growing rapidly. Our focus continues to be on employing Al to improve
operational efficiency, tax compliance and fraud detection, and taxpayer services.

As acknowledged in this draft report, there have been many sweeping changes in government-wide guidance
for federal agency use of Al. As a prime example, OMB's M-25-21 charges agencies to "lessen the burden of
bureaucratic restrictions and to build effective policies and processes for the timely deployment of Al."
Specifically, Department-level agencies and components such as IRS must:

« Remove unnecessary and bureaucratic requirements that inhibit innovation and responsible adoption.

« Delegate responsibilities and accountability for risk acceptance to appropriate officials throughout the
agency, ensuring that swift action is possible with sufficient guardrails in place.

« Implement minimum risk management practices for high-impact Al that could have significant impacts
when deployed, and to prioritize the use of Al that is safe, secure, and resilient.

Also as acknowledged in this draft report, there have been significant changes in IRS staffing and strategic
priorities. In this evolving environment, IRS remains dedicated to meeting and exceeding all authoritative
standards for federal use of Al as articulated in the Advancing American Al Act, Executive Orders 13960,
14179, and 14319, OMB memoranda M-25-21, M-25-22, and M-26-04, and Treasury guidance to components
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on acceptable and prohibited uses of Al. IRS is actively updating policy and processes to integrate recent
changes in the letter and spirit of federal guidance for Al governance.

We welcome GAO's observations and recommendations on ways we can further improve IRS Al governance
policy and processes. The recommendations to the IRS involve identifying skill gaps and developing an Al
workforce plan, implementing a comprehensive quality assurance process for Al inventory entries, clarifying
guidance to ensure all Al use cases are included in the inventory, and requiring reporting on Al use case
alignment to strategic goals.

We agree with the proposed recommendations. Our corrective action plan for the recommendations is
attached. If you have any questions, please contact Reza Rashidi, Chief Data and Analytics Officer, at

Reza.Rashidi@irs.gov or 703-832-1588.
Sincerely,

Frank J. Bisignano
Chief Executive Officer

Enclosure

GAO Recommendations and IRS Responses to GAO Draft Report

Artificial Intelligence: IRS Actions Needed to Address Skills Gaps, Information Quality, and Strategic
Management (GAO-26-107522)

Recommendation 1:

The Commissioner of Internal Revenue should identify the skills the agency needs to support its use of Al and
develop a plan to address any related skills gaps.

Ccomment:

IRS agrees with this recommendation. RAAS will lead identification and development of plans to close Al-
related skill gaps through hiring and targeted training initiatives. RAAS is also developing and plans to deliver
workforce-wide Al training.

Recommendation 2:

The Commissioner of Internal Revenue should ensure IRS has a comprehensive quality assurance process for
Al inventory entries, including mechanisms for documenting complete and quality information.

comment:

IRS agrees with this recommendation. IRS will update the RAAS Al governance team’s Al Use Case Inventory
Entry Review Checklist to integrate changes made by OMB in the 2025 Al use case inventory “Guidance” and

“Questions” documents, and IRS will conduct inventory entry reviews at least annually.

Recommendation 3:

The Commissioner of Internal Revenue should ensure IRS’s internal guidance related to the Al inventory is
comprehensive, including the job aids for Al use case owners and checklist the Al governance office uses to
verify inventory entries.
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Comment:

IRS agrees with this recommendation. IRS will update the Al Use Case Inventory internal guidance, including
job aids and checklists, to integrate additional guidance on how to determine whether a use case should be

reported individually or as a consolidated use case.

Recommendation 4:

The Commissioner of Internal Revenue should ensure internal policies and communications about Al
governance clarify that all Al unclassified use cases, including contracted and sensitive law enforcement Al
are subject to Al inventory requirements, with limited exceptions.

Ccomment:

IRS agrees with this recommendation. IRS has clarified internal policies and communications about Al
governance to state that all unclassified Al use cases, including contracted and sensitive law enforcement Al,
are subject to Al inventory requirements, with limited exceptions.

Recommendation 5:

The Commissioner of Internal Revenue should take steps to identify all existing contracts involving Al and
notify those responsible for the contracts of IRS’s Al governance requirements.

Comment:

IRS agrees with this recommendation. The Office of the Chief Procurement Officer (OCPO) identified all
existing Al contracts that is available with our current software. OCPO identified 11 IRS contracts using
searches for the terms “Al” or “Artificial Intelligence” in the description of requirements. There is currently no
specific Al NAICS or PSC code, as Al generally falls into the IT and Engineering related services categories.
OCPO has no other software at this time that could help to identify any other Al contracts, beyond the 11
identified.

Recommendation 6:

The Commissioner of Internal Revenue should develop and implement policies to increase coordination and
collaboration among business units using Al, including assessing opportunities to leverage existing resources
and avoid potential unnecessary overlap or duplication when new use cases are initiated.

Comment:

IRS agrees with this recommendation. IRS will maximize internal sharing of Al use case information and
enhance efforts to identify potential duplication of effort prior to use case creation, enhance discoverability of
existing Al use cases across project teams through expanded sharing of use case data, and facilitate project
team coordination and collaboration through establishment of communities of practice, presentations, and
other forums.

Recommendation 7:

The Commissioner of Internal Revenue should require Al use case owners to report how each use case aligns
with IRS strategic goals.

Comment:
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IRS agrees with this recommendation. Upon finalization of the IRS strategy and revision to the IRS strategic
plan, IRS will update the Al Use Case Inventory with a new field to capture use case alignment to one or more

IRS strategic goals.

Recommendation 8:
The Commissioner of Internal Revenue should establish performance metrics and require Al use case owners
to report on outcomes for IRS to use to inform its strategic decision-making on the use of Al.

Comment:

IRS agrees with this recommendation. IRS will implement OMB M-25-21 Sec. 4.b.ii.A.’s requirement for
implementation of minimum risk management practices for high-impact Al use cases, including completion of
Al impact assessments where “the intended purpose for the Al and its expected benefit, supported by specific
metrics or qualitative analysis, assessing impact inclusive of but not limited to costs, customer experience, or

expected positive outcomes of Al use, as compared to existing agency processes.”
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The Government Accountability Office, the audit, evaluation, and investigative arm of Congress, exists to support
Congress in meeting its constitutional responsibilities and to help improve the performance and accountability of the
federal government for the American people. GAO examines the use of public funds; evaluates federal programs and
policies; and provides analyses, recommendations, and other assistance to help Congress make informed oversight,
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integrity, and reliability.
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