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SB825 – Sales and use Tax – Peer to Peer Car Sharing – Sunset Repeal and Rate Alteration 

FAVORABLE  
 
Background: 
 
In 2018, the Maryland legislature enacted SB743, a ground-breaking piece of legislation that 
marked the first thorough and modern peer-to-peer car sharing regulatory framework in the 
country.   The legislation outlined the rules under which a peer-to-peer car sharing platform 
might operate in Maryland while properly protecting the interests and outlining obligations of 
car owner host customers, driving guest customers, the insurance industry and the peer-to-
peer car sharing platform providers. 
 
Peer-to-peer car sharing is conducted between a car owner and a guest customer who meet on 
an online platform and make arrangement to share a car.  The platform does not own any cars, 
and the host makes all the decisions about what car to share, how the key exchange will work, 
how many miles the guest can drive, pricing, delivery and any extras.  The platform charges a 
percentage of the transaction, often around 25%, and provides the insurance protections 
required by the law. 
 
The one area that the 2018 legislation left unresolved had to do with the transaction tax on 
peer-to-peer car sharing.  Lawmakers on the Senate Finance Committee in 2018 may recall the 
contentious debate about the transaction/sales tax – with the rental car industry pushing for 
“parity” on the tax and claiming peer-to-peer car sharing taxes must be taxed identically to 
rental car at 11.5%.  The peer-to-peer car sharing industry, pointing out the millions of dollars in 
sales tax exemptions that are not extended to their customers, claimed it was inappropriate to 
tax identically and offered to facilitate the collection and payment of the state standard sales 
tax of 6%. 
 
Unfortunately, in 2018 the rental car industry continued to oppose this plan until they secured 
an 8% tax to be placed on peer-to-peer transactions in exchange for their neutrality on the 
legislation.  There was no substance to that figure, no data to back it up, no explanation about 
how it arrived at that rate.  Given the all the work that went into the bill that year, the 
committee took the path of least resistance – granting the rental car industry what they wanted 
and codified the 8% rate.   The 8% peer-to-peer tax rate is scheduled to sunset in June 30th of 
this year.   
 
Where does that leave us today?  The disproportionately high rate of 8% has had a chilling 
effect on the peer-to-peer car sharing industry in Maryland, especially when considering the 
rapid growth of the business in neighboring states of Pennsylvania, New Jersey and Virginia.  



The business is growing in all of the markets, but Maryland’s growth 5-10 points slower than 
neighboring markets.  The only difference between the markets is this very high tax.   
 
The negative effect of too-high taxes on the growth of an emerging industry was documented 
recently in a report from the State of Colorado Department of Transportation, “2019 Emerging 
Mobility Impact Study. ”  This 99-page study compares elasticity of demand by consumers of 
peer-to-peer car sharing and consumers of rental cars.  It determined that while the rental car 
industry enjoys high inelasticity – that is, consumers will rent from them regardless of increased 
prices – the opposite is true for peer-to-peer car sharing.  The study found the nascent industry 
suffers from very elastic demand – meaning that at higher consumer prices, the consumer will 
abandon peer-to-peer and obtain temporary use of a car from a rental car company.  Certainly, 
this backs up what Turo has directly experienced in Maryland, a significant slowing of growth of 
the new peer-to-peer car sharing industry. 
 
SB 825 suggest a 6% tax rate peer-to-peer car sharing.  This proposed rate is consistent with tax 
rate at the standard state tax rate of 6%.   As noted in the Fiscal and Policy Note for SB 573, 
Chapter 735 of 2019 specified that on June 30th the provision within the law dictating the 8% 
tax rate shall terminate and peer-to-peer car sharing programs will therefore be considered 
marketplace facilitators prompting the 6% state sales and use tax. 
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• P2P Insurance Provisions  PARITY with 
existing rental car requirements

• P2P Licensing  PARITY with existing rental 
car requirements

• P2P Disclosures  PARITY with existing rental 
car requirements

• P2P Consumer Protections  PARITY with 
existing rental car requirements

• P2P General Prohibitions  PARITY with 
existing rental car requirements

• P2P Airport Concessions  PARITY with 
existing rental car requirements

• P2P Regulatory Oversight  PARITY with 
existing rental car requirements

BACKGROUND

2018 Maryland General Assembly: Peer-to-Peer Legislation 

• Legislation passed to regulate peer-to-peer car sharing platforms in nearly identical fashion to 
incumbent rental car companies. 

• The primary focus of the 2018 legislation was to ensure the protection and safety of consumers 
renting vehicles from P2P companies as well as third parties affected by P2P car rentals.

• P2P Sales and Use Tax  NO PARITY with 
existing rental car tax

CH 852 of 2018 (P2P Car Rental Statutory Provisions)

PARITY NO PARITY



Current Maryland law does not tax the similar commercial activity 
of renting/sharing a vehicle equally.

ISSUE

Sales and Use Rate on Incumbent 
Rental Car Transactions: 

On consumer transactions 
for passenger car rental

11.5%

On consumer 
transactions for truck 

rental

8%

Vs.

Sales and Use Rate on Peer-to-
Peer Car Transactions: 

On all consumer 
transactions, for all 

rentals regardless of the 
type of vehicle*

8%

*This provision sunsets June 
30, 2020 (CH 852 2018)

Inequality in Tax Rates 



PROPOSED SOLUTION

Equalize the Sales and Use Tax rates for businesses 
engaged in the same commercial activity 

Why?
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MARYLAND’S SALES AND USE TAX IS:

 A tax paid directly by the consumer.

 A tax on the consumption of goods and 
services.

 A tax based on the commercial 
transaction.

 A tax that treats similar goods and 
similar services equally (ensuring 
fairness within industries).

 A tax collected by the vendor and remitted 
to the State.

Sales and Use tax is a consumption tax.
PURPOSE

MARYLAND’S SALES AND USE TAX IS NOT:
× A tax based on how long a business has 

been in existence.
× A tax based on where the business is located 

(in or out of state).
× A tax based on whether the goods or 

services are purchased online or in person.
× A tax based on how big or small the business 

providing goods or services is.
× A tax based on how other taxes are 

applied.
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Asked and answered by the General Assembly.
PRECEDENT

Home-Sharing Rentals Online vs. In-Person Cost of Acquisition 

Transactions with home-
sharing rental platforms are 
taxed at the same rate as 
transactions on hotels (Ch. 
758 of 2019).

Transactions for similar 
goods and services are 
taxed at the same rate 
whether occurring online or 
in-person, in state or out of 
state (marketplace 
facilitators).

Transactions for similar 
goods and services are 
taxed at the same rate 
regardless of the cost to 
acquire/manufacture the 
good (including the tax 
on materials) or the prior 
use of the good.
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Maryland’s incumbent rental car business model operates 
at a competitive disadvantage.

FAIRNESS

• When competing for the same consumer looking to rent a vehicle in 
Maryland, P2P companies should not be afforded the clear economic 
advantage of a lower Sales and Use Rate.

• The consumer will always search for the best deal.

• P2P companies are just a new business model for delivering rental cars to 
consumers.

• Incumbent rental car companies provide on-line, app-based car rental too.

• P2P platforms rent vehicles from every kind of owner.
• Not just privately owned vehicles, but fleets from body shops, dealers, 

traditional car rental companies, and “power hosts.”

• Proliferation and growth of P2P Rentals, which now includes insurance 
companies and vehicle manufacturers.

• This is not David vs. Goliath (See next 5 slides).
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P2P RENTAL COMPANIES



P2P RENTAL COMPANIES



P2P RENTAL COMPANIES
(INSURANCE INDUSTRY ENTRANT)



P2P RENTAL COMPANIES
(INSURANCE INDUSTRY ENTRANT)



P2P RENTAL COMPANIES
(VEHICLE MANUFACTURER ENTRANT)



Maryland collects a substantial amount of revenue annually 
from the Sales and Use tax on short-term rentals.

REVENUE

In FY’19, Maryland collected approximately $76 
million from rental car Sales and Use tax revenue.

• TTF (45%)
• Chesapeake and Atlantic Coastal Bays Trust Fund

Maryland will lose considerable revenue if it does not 
equalize the Sales and Use tax rate for the entire 
rental car industry.

• P2P rental companies continue to grow, which is welcome.
• P2P companies and incumbent rental companies compete for the 

same customers in the marketplace.
• P2P companies should no longer be afforded a competitive pricing 

advantage.
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P2P Screenshots

P2P companies argue that 
Maryland should not impose the 
same sales tax on consumers 
obtaining the use of vehicles on 
their platforms as the state does 
for consumers obtaining a 
vehicle from incumbent rental 
car companies, in part because 
they are:

→ not renting cars;

→ not in the rental car industry;

→ not direct competitors to 
incumbent rental car 
companies; and

→ not seeking rental car 
customers…



























If P2P companies are 
not in the car rental 
business then what 

business are they in? 


