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Maryland state to tax information technology and data services

for businesses

Effective 1July 2025, the state of Maryland will apply a 3% tax on certain data and information services. The bill, signed
into law on 20 May 2025, will take effect on 1 July 2025. It expands the definition of taxable services to include computing
infrastructure, web hosting, data processing, and software publishing. Businesses in Maryland, especially digital service
providers and technology firms, should ensure that they comply with the new tax regulations. These changes will have a
significant impact on the businesses.

New tax regulations

The scope of services subject to sales and use tax has been expanded to include additional categories, as specified in the
North American Industrial Classification System (NAICS) outlined below:

¢ NAICS Sector 518: It encompasses establishments primarily engaged in providing the infrastructure for data processing,
hosting, and related services. This includes companies that provide specialised hosting activities like web hosting or
application hosting, those offering application service provisioning, and general time-share mainframe facilities. Data
processing establishments may provide complete data processing and specialised reports or offer automated data
processing and data entry services.

e NAICS Sector 519: ‘Other information services’ encompasses businesses that provide information, store it, offer access to
it, or search and retrieve it, excluding other information-related industries. The main components of this sub-sector
include news syndicates, libraries, and archives.

e NAICS Sector 5132: Establishments primarily engaged in publishing, producing, and distributing computer software
through subscriptions or downloads.

e NAICS Sector 5415 - ‘Computer Systems Design and Related Services,” is an industry group within the broader
‘Professional, Scientific, and Technical Services’. It encompasses establishments that provide computer systems design,

custom programming, and related services like computer facilities management.

Highlights of House Bill (H.B.) 352

e The new tax of 3% will apply to all contracts signed after 1 July 2025, as well as any invoices issued on or after this date.
e This new tax is in addition to the existing 6% tax on goods and services, which is implemented to cover software as a
service (Saas), data processing, and custom software publishing.

Other changes enacted

e New exemption for the sales of cloud computing, IT services, and software publishing from sales and use tax when sold to a

qualified cybersecurity business or sold to or by a qualified company located in the University of Maryland’s Discovery
district in Prince George’s county.
Multiple Points of Use (MPU) certificate is issued to a buyer consuming a digital code, product, or taxable service both inside
and outside the state of Maryland, or resells it to an affiliated group member. The certificate must apportion the use of the
code, product, or taxable service within Maryland, and outside of the state, the vendor is relieved of its obligation to collect
the Maryland sales and use tax, with the buyer obligated to remit the apportioned use tax to the Comptroller.

As the scope of taxable services expands to include technology-related services, it is crucial for businesses to evaluate their
services and the impact on transactions to ensure compliance post 1July 2025. Our team at Grant Thornton Bharat can assist
your business in understanding the taxability of these services and achieving tax compliance.
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For more details, please refer to the tax bill in the following link.
mgaleg.maryland.qov/2025RS/bills/hb/hb0352E.pdf
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