To:	DC Tax Revision Commission, via comment board located at https://www.dctaxrevisioncommission.org/proposals
From:	Rebecca Snyder, Executive Director MDDC Press Association
Date: 	October 16, 2023
RE:	Reject S/E 1 – Strengthen and clarify taxation of digital ads and services
The local press community has watched with interest the DC Tax Revision Commission’s discussions regarding various proposals to better align DC’s tax policy with the city’s values and economic base.  As the Commission deliberates on various proposals, the Press Association urges Commission members to reject S/E 1 – “Strengthen and clarify taxation of digital ads and services,” proposed by Darien Shanske of the University of California Davis School of Law, and advertising taxes in total.  
From the news media perspective, here’s why.  
Crippling effect on D.C.’s local media organizations.  Newspapers, magazines, radio and television stations depend primarily on the sale of advertising. Their profit margins are razor thin.  News media serve an extraordinarily important, essential public service role.  Local media, like so many businesses, face remarkable challenges.  Advertisers provide essential revenues for radio stations, television stations, newspapers and magazines.  While the public is reading, watching and listening to local and national news for the latest information, the businesses that advertise in our papers and on our stations have had to make tough decisions to reduce their advertising dollars to survive.  This is creating a domino effect as the revenue streams of local media companies are drastically reduced, putting even more stress on the ability of newspapers and broadcasters to serve as “first informers.”   
Disastrous for small business & charities.  An advertising tax strikes publishers and news media and may be targeted at large corporations, but the tax really will be paid by small businesses and consumers.  Advertising service providers can be expected to pass the tax onto their customers, including Maryland brick and mortar businesses that seek to reach new customers online. A study by Deloitte Taj of the digital advertising tax adopted in France confirms this projected outcome. It found that 55 percent of that tax burden would be passed on to end consumers who would pay higher prices for every good and service they use, online or offline.
In addition, news media often provide discounted or pro bono advertising to charities.  This tax makes that untenable. Advertising helps build relationships and trust between consumers and businesses.  This tax forces business owners to reconsider where they spend their limited dollars.  Although the Commission may think this tax will only affect global tech platforms, advertising taxes will be collected on the backs of DC businesses and residents.
Ambiguous tax implications and difficult implementation. The sales and use tax is supposed to be a consumption tax imposed on an end product, not a tariff on an intermediate service such as advertising.  Advertising is a communications process that helps produce the final sale of a product – a product that most likely is subject to a sales tax, thus layering tax upon tax.  Ironically, less advertising – leading to fewer sales – could actually lead to reduced sales tax revenue.  
It is particularly difficult to know where users and ads are being served, especially in the congested DMV.  The administration of digital advertising taxes is confusing in terms of collection and users.  
Ongoing legal disputes. There is no advertising tax, or excise tax per user that has been implemented.  Maryland’s law is undergoing legal challenges and New York’s tax has not been implemented.  It is extremely likely that any advertising tax the District would impose would be challenged in court and nullify any potential tax revenue.
MDDC Press Association urges the Commission to reject advertising tax proposals.  Thank you for your consideration.  I am available for questions at rsnyder@mddcpress.com or 443-768-3281.
Sincerely,
Rebecca Snyder
Executive Director, MDDC Press Association
