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_w&zh.rugard to the taxation of shares of stock .
of Banks. You will note Secticn 558 of Chaptar
120 of the Illinois Revised Statutes re@&rea &
tax to be paid cn theae shares and it has been
specifically held that fallure to pay such a tax
creates a lien against the share. However, you
will hote that the duty ia on the Bank iteelf to
pay this personal property tax. Specifiecally, -

- I would 1liké to know whether, in your epiniesn,

~ _Banks which have pald the personal property taxes

aa their shares for the yoar 1971 under protest-
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are now entitled to a refund of these taxes
paid in linc with Lehnhausen vs. Lake Shore
auto Parts Co."

Gection 76 of "An Act to revise the law in relation
to the asgessment of property * * # “, nyovides in pertinent
part:

“The stockholders of every kind of
incorporated bank located within this State,
whether such bank has been organized under
the banking law of this State, or of the
United States, shall ke assessed and taxed
upon the value of their shareas of stock therein,
in the taxing district where such bank or banking
assocciation is located and not elsewhere, whether

such stockholdergz reside in such place or not.
#ﬁ*".

Ill. RW. Stat. 19710
ch. 120, par. 557.

In regard to collecting the above taxes, section 77
of "An Act to revise the law in relation to the assessment of
property * * ¢ ", provides in pertinent part:

"{I]t shall be the duty of every such
bank, or the managing officer or officers
thereof, to retain s0 much of any dividend
or dividends belonging to such stockholders
as shall be necessary to pay any taxes levied
upon their shares of stock, respectively,
until it shall be made to appear to such bank
or its officers that such taxes have been
paid; ¢ » & =

Ill. Rev, Stat., 1971,
¢h., 120, par. 558.
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Our Suprems Court in construing the above statutory

provisions in People v, First Nat. Bank, 33 111, 24, 457 at

459, stated:
"It has long beenr held under the substantially
identical predecessors section of the present
Revenue Act, that the holder of shaxes of a
bank, not the bank itself, shall de asszesaed
and taxed upon its shares.®

Liability for the taxes levied upon shares of bank stock

rests upon the stockholders, rather than the bank. People

v. Oak Park Tr, & 3av. Bank, 351 Ill, 334.

In conmenting upon the legislative intent in the
enactment of the above statutory provisions, the 3upreme
Court in the Ork Park case stated:

"The legislature, * * ®, recognized that the

shares of the capital stock of a bank are not

the property of the bank, but of its sharsholders.

It not only required that the shareholdars be

assessed and taxed upon the value of their

shares, but it also added provisions by which

such assessment and taxation might be made

effective,”

The provisions referred to in the akove case, which
make the assessment of the tax effective, are those provisions
of section 558, supra, which places the duty upon the bank to

retain the dividend or dividends belonging to the shareholders,
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which are necessary to pay the tax levied upon the shares.
Any bank or bank officer that pays the dividend to the indivie
dual shérsholdar becomes liable for the tax, if the tax is not
paid.

Az you are aware, the Supreme Court of the United

States in Lehnhausen v. Lake Shore Auto Parts Co., Inc,,

U.S. ,» 1973 {(case #71-685), held that article IX-A

of the Illinois Constituﬁion‘of 1870, abolishing the ad valétem
tax on personal property owned by individuals, is valid. In
ny Opinion No. $-260, January 22, 1971, I stated that the
'maaniﬁg of article IX-A was to abolish the personal property
tax if the effect of the tax would be directly upon an indivi-
dual as distinguished from a corporation. It is my opinion,
that the personallproperty tax upon shares of bank stock owned
by an individual is a tax the effect of which would be directly
upon an individual,

You have asked whether banks which have paid the
personal property tax on their shares under protest, are now
entitled to a refund of these taxes. It is my understanding

that banke have followed the practice of paying the personal
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property tax from umdlistributed dividends. If the owner of
the shares is an individual as copposed to a corporation, that
individual, rather than the bank, is entitled to a refund of
taxes paid, asauming. of course, that payment of the tax was
made from undistributed dividends. If the stock is owned
by a corporate entity, obviously no refund can be made.
Finally, you have alluded only to taxes paid under
protest the necessity of which is dealt wiﬁh in section 195.01
of "An Act to revise the law in relation to the assessment of
property * # ¥ % 7I1}. Rev. Stat., 1972 Supp., c¢h. 120, par.
876.01.

Very truly yours,

ATTORNEY CGENERAL




