Update on Tax System Replacement
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IRMS Replacement RFP and Project Timeline

2022 2026

. o Sales and Use and \
GA directs Virginia Tax to conduct . .
2019 Withholding Implemented
IRMS Assessment (HB30) 0

in Modern ITS
Issued RFI to determine (Performed by Gartner)
Build (Custom) vs Buy decision Assessment affirms need to
(Performed by MathTech) replace IRMS with a Commercial 2024

off the Shelf Solution (Buy)
Developed and Issued RFP for

IRMS replacement (HB 6001) 0
Q (Performed by Gartner)

W
2020 \ Q__/Q 2025

Funds Appropriated and

Evalua.ted RFI responses Project Kick Off
for Build vs. Buy decision,
0 2017 and determined Buy 2023
(Performed by MathTech)
Performed Current State Requested funding to
Start Assessment and determined develop and issue RFP and
IRMS was nearing end of life to replace IRMS

and must be replaced soon ®
(Performed by CapTech) JI.VII"gInIa Tax



Nationwide Tax Systems: Solution Landscape

OTHER
10 States
(20%)

RSI
6 States FAST

(12%) 34 States
((:3:79)

AK, AL, AR, CA*, CO, CT, GA, HI, IA, DE, KY, MD, MO, NJ, RI AZ, FL, KS, NE, NY, NC,
ID, IL, IN, LA, MA, ME, MI, MN, MS, SD, TX, VA, WY
MT, NH, NM, ND, NV, OH, OK, OR,

PA, SC, TN, UT, VT, WA, WI, WV

* California utilizes multiple vendor solutions across the state, but predominantly FAST
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Implementation Timeline

e Sales & Use
¢ |[n State
e Out of State
¢ Business Consumer Use
e Employer Withholding
e Digital Media
® E-911 Prepaid
e Plastic Bag
¢ \Vending Machine
e Tire Fee

¢ Corporate Income
* Bank Franchise

¢ [nsurance Premium
License (includes a
retaliatory tax)

e Communications

® E-911 Post Paid

o Litter

* Motor Vehicle Rental
* Peer-to-Peer Vehicle

e Individual Income

e Estate

e Fiduciary

e Pass-Through Entity

e Aircraft Sales and Use

e Aircraft Consumer Use

* Watercraft Sales and Use
» Watercraft Consumer Use

* Apple

e Cattle

e Cigarette Tax & Penalties
e Other Tobacco Products
e Corn

e Cotton

o

e Forest Products

¢ Peanut

® Soybean

e Sheep

e Small Grains

e Soft Drink

e Railroad Rolling Stock

¢ Property Tax

September 2026 September 2027 September 2028 September 2029

'S €

Each Rollout will go live over Labor Day weekend
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PHASE 1 (SALES TAX) TIMELINE

Aug-25 Sep-25 Oct-25 Nov-25 Dec-25 Jan-26 Feb-26 Mar-26 Apr-26 May-26 Jun-26 Jul-26  Aug-26 Sep-26 Oct-26

Definition

Foundation

Development

Conversion
o
Testing
Training
Rollout
Business Testing End-to-End Testing
March 2026 July 2026

July 2026 September’2026

E User Training Go-Live * ok



Risks and Constraints

> Changing the structure/lines of the return late in conversion and mid-testing is high risk:
»  Potential impact to processing of all sales tax returns
»  Potential delayed distribution (to localities, education, and transportation)
»  Sales tax changes are ongoing (monthly), so limited window to make adjustments

»  Risk of setting project schedule behind (Phases 2 and 3 require sufficient testing and

adjustment time prior to filing season)

»  Making changes after business testing begins (March 1) will require duplication of testing

and increased costs (would need additional contractor resources)

»  Vendor recommends delaying substantive changes to the form until Jan 1, 2027
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Timing Constraints — Sales Tax Changes

July 1, 2026:

Can implement changes to

>

tax base without any change

to the rate structure or
distribution formula

Examples:

>

Eliminate (or create)
sales tax exemptions

Expand sales tax base
to services

Expand sales tax base
to digital products
and/or services

October 1, 2026:

> Can implement rate changes

(no changes to distribution)

> Examples:

4

4

Change 4.3%
statewide rate to 4%

Increase tire tax from
$0.50 to $1.00

January 1, 2027:

> Can implement changes to
tax forms/systems (including
changes to rate structure
and distribution formula)

> Examples:

>

New tax line (ex:
retail delivery fee)

New distribution
formula

New regional rates
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Kristin Collins

Tax Commissioner

kristin.collins@tax.virginia.gov
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