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Sales/Use/Indirect: 
Maryland: Digital Advertising Tax Enacted with Potential Criminal Penalties for 
Failing to Comply 
 
H.B. 732, governor’s veto overridden by legislature 2/12/21. Following Governor Larry Hogan’s veto last year 
of a controversial bill creating a novel tax, the Maryland legislature recently overrode the veto to enact a new 
digital advertising revenues tax in Maryland, which imposes a tax on gross revenue from digital advertising 
services in Maryland. Under the new law, “digital advertising services” is defined to incorporate advertisement 
services on a digital interface, including advertisements in the form of banner advertising, search engine 
advertising, interstitial advertising, and other comparable advertising services. A “digital interface” under the 
new law generally means any type of software, including a website, or application, that a user is able to access. 
The new tax is based on a tiered rate schedule (ranging from 2.5% to 10%) applied to annual gross revenues 
derived from digital advertising services in Maryland, which is determined using an apportionment fraction. 
The tax rate under the new law is driven by the recipient’s global annual gross revenue from all sources 
according to generally accepted accounting principles (GAAP) as follows: 
URL: http://mgaleg.maryland.gov/mgawebsite/Legislation/Details/hb0732/?ys=2020rs 
 

• 2.5% of the assessable base if global annual gross revenue ranges from $100 million through $1 billion; 
• 5.0% of the assessable base if global annual gross revenue is greater than $1 billion through $5 billion; 
• 7.5% of the assessable base if global annual gross revenue is greater than $5 billion through $15 billion; 

and 
• 10.0% of the assessable base if global annual gross revenue is greater than $15 billion. 

 
The new tax generally is applicable to all taxable years beginning after December 31, 2020, and the legislation 
includes potential imposition of criminal penalties for willful failure to file a return. See forthcoming Multistate 
Tax Alert for more details on this new tax, as well as some related taxpayer considerations. 
 
H.B. 932, governor’s veto overridden by legislature 2/12/21. The Maryland legislature also overrode Governor 
Hogan’s veto last year on another tax bill that subjects certain defined “digital products” to Maryland sales and 
use tax, including streaming and downloads. The new law generally provides that the retail sale of a certain 
digital code or digital product is presumed to be made in the state in which a certain “customer tax address” is 
located. Please contact us with any questions. 
URL: http://mgaleg.maryland.gov/mgawebsite/Legislation/Details/HB0932?ys=2020RS 
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