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SUMMARY

The Supreme Court of Pennsylvania held that the Local Tax Enabling Act does not prohibit Lower

Merion Township from applying its general business privilege tax to businesses whose income

consists solely of rental payments from leased real property. The court distinguished a tax imposed

directly on leases or lease transactions from a general tax on the privilege of doing business, measured

by gross receipts. The court reversed the Commonwealth Court and remanded for reinstatement of the

common pleas court’s order dismissing the complaint.
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The Township appealed by allowance from a Commonwealth Court
order that reversed in relevant part the Montgomery County Court of
Common Pleas' judgment on the pleadings in favor of the Township.

Plenary and de novo review of the statutory-interpretation issue.
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QUESTIONS PRESENTED

1. Whether the Local Tax Enabling Act's prohibition on municipal taxation of leases or lease transactions
bars application of Lower Merion Township's general business privilege tax to businesses whose sole

income consists of rental payments.

2. Whether a business privilege tax measured by gross receipts from leasing is a tax on leases or lease

transactions, or instead a permissible tax on the privilege of doing business.

HOLDINGS

1. The LTEA does not bar Lower Merion Township from applying its general business privilege tax to
businesses whose sole income consists of rental payments, because the tax is imposed on the privilege of

doing business rather than directly on leases or lease transactions.

2. The LTEA's prohibition on taxes on leases or lease transactions does not encompass a general business

privilege tax merely because the taxpayer's receipts derive exclusively from leasing.

3. Lynnebrook remains controlling insofar as a tax directed specifically to lease transactions is prohibited,

but it does not invalidate the general business privilege tax at issue here.

KEY QUOTATIONS

“In light of this precedent, it is established law in Pennsylvania that business privileges and transactions are

separate and distinct subjects of taxation.” ([J-55-2015] - 9)

“To the extent such dicta conflicts with Dale and our present holding, it is disapproved.” ([J-55-2015] - 11)

FACTUAL BACKGROUND

The Lessors owned parcels of real estate in Lower Merion Township and leased them to tenants. The Township
treated leasing real property as a business subject to its annual business privilege tax, calculated as a percentage
of gross receipts, and based the tax on the Lessors' rental proceeds. The Lessors' rental activities generated their

income at issue solely from lease payments.

PROCEDURAL HISTORY

The Lessors sought a declaratory judgment that the Township's business privilege tax could not be applied to
rental proceeds from leased real property under the Local Tax Enabling Act. The Montgomery County Court of
Common Pleas granted the Township's motion for judgment on the pleadings and dismissed the complaint. An
en banc panel of the Commonwealth Court reversed in relevant part, and the Supreme Court of Pennsylvania
granted further review, reversed the Commonwealth Court, and remanded for reinstatement of the common pleas

court's order.

DISPOSITION
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REMAND INSTRUCTIONS

Remand for reinstatement of the Montgomery County Court of Common Pleas' order dismissing the complaint.
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