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The definition of a “digital advertising service” includes “advertisement services on a digital interface, 
including advertisements in the form of banner advertising, search engine advertising, interstitial 
advertising, and other comparable advertising services.” The term does not include advertisement 
services on digital interfaces owned or operated by or on behalf of a broadcast entity or news media 
entity, as defined.  A “digital interface” is “any type of software, including a website, part of a website, 
or application, that a user is able to access.” 

The tax rate is tiered: 

• 2.5% of the assessable base for a person with global annual gross revenues of $100,000,000 
through $1,000,000,000 

• 5% of the assessable base for a person with global annual gross revenues of $1,000,000,001 
through $5,000,000,000 

• 7.5% of the assessable base for a person with global annual gross revenues of $5,000,000,001 
through $15,000,000,000 

• 10% of the assessable base for a person with global annual gross revenues exceeding 
$15,000,000,000 

 
The tax is based on a calendar year and the annual return is due April 15 of the following year. If a 
person “reasonably expects” annual gross revenues derived from digital advertising services in 
Maryland to exceed $1 million, that person must file a declaration of estimated tax along with a 
quarterly payment by April 15 of the current year (April 18 for 2022), and then make a quarterly 
payment by June 15, September 15, and December 15 of the current year.  

The underpayment penalties for corporate income tax also apply to this tax. That is, a 25% penalty is 
imposed when the estimated tax payments are: (1) less than 90% of the current year tax; and (2) less 
than 110% of the prior year tax. The instructions for Form 600D also provide that at least 25% of the 
estimated tax due is to be paid with each installment. 

Determining the tax attributable to Maryland 
 
Under Md. Code Ann. Tax-Gen. § 7.5-102, the tax is imposed on annual gross revenues derived from 
digital advertising services in Maryland. The statute directed the Comptroller to adopt a regulation that 
determined the state from which revenues from digital advertising services are derived.  

Md. Code Regs. 03.12.01.02 adopts an apportionment formula that is based on the number of devices 
accessing a person’s digital advertising services.  

• The numerator of the apportionment factor is the number of devices that have accessed the digital 
advertising services from a location in Maryland.  

• The denominator is the number of devices that have accessed the digital advertising services from 
any location.  

 
Examples make clear this includes locations outside the United States. The developed apportionment 
factor is applied to the overall digital advertising gross revenue received by the taxpayer to compute 
the digital advertising gross revenue attributable to Maryland. 

What if the location of a user’s device is not known to the taxpayer? Devices with indeterminate 
locations are excluded from both the numerator and denominator of the apportionment factor, without 
any adjustment to the amount of revenue to be apportioned. The location of a device is to be 
determined by the taxpayer using the totality of the data within its possession or control, including both 
technical information and nontechnical information included in the contract for digital advertising 
services. 

Legal challenges to the Maryland digital advertising tax 
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