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Bob McKenzie

• Chicago Tax Lawyer

• Previously with U. S tax agency, Internal Revenue 
Service: Revenue Officer

• Partner in a 410 lawyer- Saul Ewing Arnstein & Lehr 
LLP

• Tax Controversies:
• People who are audited

• Negotiate administratively

• Litigate

• People who owe taxes

• Negotiate administratively

• Litigate

• People who face prison for tax fraud or evasion

• Negotiate administratively

• Litigate
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My Firm: Saul Ewing Arnstein & Lehr LLP

• The firm’s administrative headquarters are in the 

Philadelphia, PA office and its largest office is in Chicago, 

IL. The remaining offices are in Baltimore, MD; Boston, 

MA; Chesterbrook, PA; Fort Lauderdale, FL; Harrisburg, 

PA; Miami, FL; Newark, NJ; Pittsburgh, PA; Princeton, NJ; 

Washington D.C.; West Palm Beach, FL and Wilmington, 

DE.
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Chicago
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Chicago

• 3 Million residents

• 1/3 Caucasian, 1/3 African American & 1/3 Latino

• Over 9.5 Million in metropolitan area

• U.S. 3rd largest city
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Chicago
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Chicago
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Chicago
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Chicago
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My Chicago Home
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Ft. Lauderdale, FL
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Ft. Lauderdale
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My Ft. Lauderdale Home
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OUR CITIES
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New York-

• 20.3 million people Metropolitan area
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Los Angeles

• 13,131,431 In metropolitan area
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Washington, DC

• 6,131,977 people in metropolitan area
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Philadelphia

• 6,096,120 people in Metropolitan area
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GDP

• U. S. $20.412 trillion Population-328.5 million

• EU $19.7 trillion Population- 512.6 million 

(pending Brexit of Great Britain 

in 2019)

• China $14 trillion Population- 1.411 billion
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USA Ethnicity

Self-identified race
Percent of 

population

White alone 72.4%

Black or African American 12.6%

Asian 4.8%

Native Americans and Alaska Natives 0.9%

Native Hawaiians and Other Pacific 

Islanders
0.2%

Two or more races 2.9%

Some other race 6.2%

Total 100.0%
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National Origin

Rank Ancestry or race Population
Percent of total 

population

1 German 46,403,053 14.7%

2

Black or African 

American (non-

Hispanic)

38,785,726 12.3%

3
Mexican (of any 

race)
34,640,287 10.9%

4 Irish 33,526,444 10.6%

5 English 24,787,018 7.8%

6 American 22,746,991 7.2%

7 Italian 17,285,619 5.5%

8 Polish 9,385,766 3.0%

9 French 8,272,538 2.6%

10 Scottish 5,409,343 1.7%

Robert E. McKenzie 312.876.6927 22

https://en.wikipedia.org/wiki/German_American
https://en.wikipedia.org/wiki/African_American
https://en.wikipedia.org/wiki/Mexican_American
https://en.wikipedia.org/wiki/Irish_American
https://en.wikipedia.org/wiki/English_American
https://en.wikipedia.org/wiki/American_ancestry
https://en.wikipedia.org/wiki/Italian_American
https://en.wikipedia.org/wiki/Polish_American
https://en.wikipedia.org/wiki/French_American
https://en.wikipedia.org/wiki/Scottish_American


Slovaks & Czechs in U. S.

• Czechs- 1,703,930 Americans 0.6% of the US population

• Slovaks-797,764- 0.27% of the US population
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Migration of Czechs & Slovaks
• During the late nineteenth and early twentieth centuries, about one-

sixteenth of all European Czechs immigrated to America, while the 
Slovaks made up the sixth largest group of immigrants during this 
period of the “new immigration.” Eventually, about one-fifth of the 
entire Slovak nation arrived, trailing only the Poles in numbers among 
all Slavic immigrant groups in the United States.

• Slovaks began to immigrate to America in large numbers during the 
late 1870’s to escape problems of overpopulation and unemployment 
at home. The overwhelming majority of these poorly educated 
agricultural workers found work as unskilled laborers in coal mines 
and heavy industry, especially steel mills, where, by 1909, about 10 
percent of all iron- and steelworkers were Slovak. They usually came 
as single men expecting to earn enough money to return home and 
purchase land, prior to realizing the new economic benefits of 
America. It is estimated that 650,000 Slovaks lived in the United 
States in 1914.
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The Immigrant Experience
• Most Slovaks emigrated to cities, especially to those 

where industries were expanding and felt the need to 

acquire cheap and unskilled labor. For this reason, 

the majority of Slovaks settled in the Eastern United 

States (with special attention to Pennsylvania) where 

more than half of them settled in mill towns and coal 

mining districts in the state's western region. Today, 

almost half of all Slovak Americans reside in 

Pennsylvania (233,160) and Ohio (137,343).[6] Other 

important areas where Slovaks settled include New 

Jersey, New York, and Illinois.
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Czechs &  Slovaks Influence on Your History
• In 1915, the leaders of the Czech National Alliance and the Slovak 

League of America signed the Cleveland Agreement, in which they 
pledged to cooperate for the common goal of independent 
statehood for the Czechs and Slovaks. The agreement's five articles 
laid out the basics of a future joint state for the two nationalities. 
Three years later, the Pittsburgh Agreement was concluded by 
representatives of Czechs and Slovaks at a meeting of the 
American branch of the Czechoslovak National Council in 
Pittsburgh. The agreement endorsed a program for the struggle for 
a common state of Czecho-Slovakia and agreed that the new state 
would be a democratic republic in which Slovakia would have its 
own administration, legislature, and courts. On October 18, 1918, 
the primary author of the agreement, T. G. Masaryk, whose father 
was Slovak and mother Moravian, declared the independence 
of Czechoslovakia on the steps of Independence Hall in 
Philadelphia, Pennsylvania. He was elected the first President of an 
independent Czechoslovakia in 1920.
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Famous American Slovaks,

• https://en.wikipedia.org/wiki/List_of_Slovak_Americans
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United States History

•This portion of the class will cover:

• Colonization of America

• American Revolution

• Civil War

• The U. S. Constitution

• Growth of the U. S. From 13 states to 50 

states
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United States History

• In 1492 when Spanish explorers arrived in the Americas 

the population of indigenous people in North South 

America is estimated to be between 50 and 100 million

• Many died of diseases brought by the Europeans 

• Others were killed in battles with colonists

• Many were enslaved by the Spaniards

• The arrival of the Spanish in 1492 started the colonization 

of the Americas

29Robert E. McKenzie 312.876.6927



Colonization
• The Spanish were the first to arrive and began colonization in the 

early 16th century

• Spain was soon followed by its rival Portugal

• Portugal explored the entire east coast of North America but did not colonize 

it because it had been awarded to Spain by Papal decree in 1493

• Spain was followed in the late 16th century by:

• Netherlands

• France

• England

• Sweden

• Russia

• Each country colonized a portion of what is now the United States

• Many of our traditions stem from the original colonizers

• The regional nature of the colonization may also account for some of 

the regional differences in my country
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Spanish Colonization

• Beginning in the early 16th century Spain established 

colonies in many parts of the U. S. including: Florida, the 

gulf coast, Texas, Louisiana, Arizona, New Mexico, 

Nevada & California

• The Spanish centuries-old experience of conquest and 

colonization during the Reconquista, coupled with new 

oceanic ship navigation skills, provided the tools, ability, 

and desire to colonize the New World. 

• Each area eventually became part of the U. S. by treaty, 

conquest and purchase
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New Spain

• The Spaniard Juan Ponce de León named and explored 
Florida. Starting in the 15th century, Spain built a colonial 
empire in the Americas consisting of New Spain and other 
vice-royalties. 

• New Spain included territories in Florida, Alabama, 
Mississippi, much of the United States west of the 
Mississippi River, parts of Latin America (including Puerto 
Rico), and the Spanish East Indies (including Guam and 
the Northern Mariana Islands). 

• New Spain encompassed the territory of Louisiana after 
the Treaty of Fontainebleau (1762), though Louisiana 
reverted to France in the 1800 Third Treaty of San 
Ildefonso.
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Spanish Failed Colonies

• Spain had numerous failed attempts along with its 

successes, including:

• San Miguel de Gualdape in Georgia (1526), 

• Pánfilo de Narváez's expedition to Florida's Gulf coast 

(1528–36),

• Pensacola in West Florida (1559–61),

• Fort San Juan in North Carolina (1567–68), and

• the Ajacán Mission in Virginia (1570–71)
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Other Nations

• England, France, and the Netherlands also started 

colonies in the West Indies and North America. They had 

the ability to build ocean-worthy ships but did not have as 

strong a history of colonization in foreign lands as did 

Spain. However, English entrepreneurs gave their 

colonies a foundation of merchant-based investment that 

seemed to need much less government support.

Robert E. McKenzie 312.876.6927 34



Colonizers

• Netherlands
• Established New Netherlands in what is now New York and New 

Jersey and parts of neighboring states and chartered in 1614

• France
• Established New France in the Americas including the Mississippi 

basin including Louisiana, Great Lakes  region, and portions of 
Canada

• England 
• English failures were the "Lost Colony of Roanoke" (1587–90) in 

North Carolina and Popham Colony in Maine (1607–08). It was at 
the Roanoke Colony that Virginia Dare became the first English 
child born in the Americas; her fate is unknown.

• With the establishment of Jamestown in 1607 & Plymouth Colony 
in 1620 the English followed with many successful colonies
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Colonizers

• New Sweden

• New Sweden (Swedish: Nya Sverige) was a Swedish colony that 

existed along the Delaware River Valley from 1638 to 1655 and 

encompassed land in present-day Delaware, southern New Jersey, 

and southeastern Pennsylvania. 

• Russian colonies

• Russia explored the area that became Alaska, starting with the 

Second Kamchatka expedition in the 1730s and early 1740s. Their 

first settlement was founded in 1784 by Grigory Shelikhov. 
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English Colonization

• England made its first successful efforts at the start of the 17th 
century for several reasons. During this era, English proto-
nationalism and national assertiveness blossomed under the 
threat of Spanish invasion, assisted by a degree of Protestant 
militarism and the energy of Queen Elizabeth. The motivation 
behind the founding of colonies was piecemeal and variable. 
Practical considerations played their parts, such as commercial 
enterprise, over-crowding, and the desire for freedom of 
religion. The main waves of settlement came in the 17th 
century. 

• After 1700, most immigrants to Colonial America arrived as 
indentured servants, young unmarried men and women 
seeking a new life in a much richer environment. Between the 
late 1610s and the American Revolution, the British shipped an 
estimated 50,000 to 120,000 convicts to its American colonies.
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French Settlement

• By 1660, French fur trappers, missionaries and military 

detachments based in Montreal pushed west along the 

Great Lakes upriver into the Pays d'en Haut and founded 

outposts at Green Bay, Fort de Buade and Saint Ignace

(both at Michilimackinac), Sault Sainte Marie, Vincennes, 

and Detroit in 1701. During the French and Indian War 

(1754–1763) many of these settlements became occupied 

by the British. 

• The French also settled Louisiana and setllements along 

the entirety of the Mississippi River.
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English Colonization

• Chesapeake Bay area & Virginia

• The first successful English colony was Jamestown, 
established May 14, 1607 near Chesapeake Bay. The business 
venture was financed and coordinated by the London Virginia 
Company, a joint stock company looking for gold. Its first years 
were extremely difficult, with very high death rates from 
disease and starvation, wars with local Indians, and little gold. 
The colony survived and flourished by turning to tobacco as a 
cash crop. By the late 17th century, Virginia's export economy 
was largely based on tobacco, and new, richer settlers came in 
to take up large portions of land, build large plantations and 
import indentured servants and slaves.

• In 1676, Bacon's Rebellion occurred, but was suppressed by 
royal officials. After Bacon's Rebellion, African slaves rapidly 
replaced indentured servants as Virginia's main labor force.
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English Colonization

• Puritans- New England

• Pilgrims were a small group of Puritan separatists who felt that they 
needed to physically distance themselves from the Church of England. 
They initially moved to the Netherlands, then decided to re-establish 
themselves in America. The initial Pilgrim settlers sailed to North 
America in 1620 on the Mayflower. After its founding, other settlers 
traveled from England to join the colony.

• The non-separatist Puritans constituted a much larger group than the 
Pilgrims, and they established the Massachusetts Bay Colony in 1629 
with 400 settlers. They sought to reform the Church of England by 
creating a new, pure church in the New World. By 1640, 20,000 had 
arrived; many died soon after arrival, but the others found a healthy 
climate and an ample food supply. The Plymouth and Massachusetts 
Bay colonies together spawned other Puritan colonies in New 
England, including the New Haven, Saybrook, and Connecticut 
colonies. During the 17th century, the New Haven and Saybrook
colonies were absorbed by Connecticut.
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English Colonization

• Other New England

• Providence Plantation was founded in 1636 by Roger Williams on 

land provided by Narragansett sachem Canonicus. Williams was a 

Puritan who preached religious tolerance, separation of Church 

and State, and a complete break with the Church of England. He 

was banished from the Massachusetts Bay Colony over theological 

disagreements, and he and other settlers founded Providence 

Plantation based on an egalitarian constitution providing for 

majority rule "in civil things" and "liberty of conscience" in religious 

matters. 

• In 1637, a second group including Anne Hutchinson established a 

second settlement on Aquidneck Island, also known as Rhode 

Island.

Robert E. McKenzie 312.876.6927 41



English Colonies

• Middle Colonies

• The Middle Colonies consisted of the present-day states of New York, 
New Jersey, Pennsylvania, and Delaware and were characterized by 
a large degree of diversity—religious, political, economic, and ethnic.

• The Dutch colony of New Netherland was taken over by the British 
and renamed New York. However, large numbers of Dutch remained 
in the colony, dominating the rural areas between New York City and 
Albany. Meanwhile, Yankees from New England started moving in, as 
did immigrants from Germany. New York City attracted a large 
polyglot population, including a large black slave population.

• New Jersey began as a division of New York, and was divided into the 
proprietary colonies of East and West Jersey for a time.

• Pennsylvania was founded in 1681 as a proprietary colony of Quaker 
William Penn. The main population elements included Quaker 
population based in Philadelphia, a Scotch Irish population on the 
Western frontier, and numerous German colonies in between. 
Philadelphia became the largest city in the colonies with its central 
location, excellent port, and a population of about 30,000.
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English Colonies

• South

• The predominant culture of the South was rooted in the 

settlement of the region by British colonists. In the 

seventeenth century, most voluntary colonists were of 

English origins who settled chiefly along the coastal 

regions of the Eastern seaboard. 

• The majority of early British settlers were indentured 

servants, who gained freedom after enough work to pay 

off their passage. The wealthier men who paid their way 

received land grants known as headrights, to encourage 

settlement.
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English Colonies

• Slavery in the South

• Many were involved in the labor-intensive cultivation of 

tobacco, the first cash crop of Virginia. In the 18th century 

with a decrease in the number of British willing to go to the 

colonies in the eighteenth century, planters began importing 

more enslaved Africans, who became the predominant labor 

force on the plantations. 

• Rice cultivation in South Carolina became another major 

commodity crop. The early methods and tools used in South 

Carolina were congruent with those in Africa. British colonists 

would have had little or no familiarity with the complex 

process of growing rice in fields flooded by irrigation works.
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Slavery

• Enslavement

• Enslaved Africans transported to American colonies 

and later states.

• 1620–1700.....21,000

• 1701–1760....189,000

• 1761–1770.....63,000

• 1771–1790.....56,000

• 1791–1800.....79,000

• 1801–1810....124,000[126]

• 1810–1865.....51,000

• Total ..........597,000
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18th Century British Immigrants

• In the mid- to late-18th century, large groups of Scots and 

Ulster-Scots (later called the Scots-Irish) immigrated and 

settled in the back country of Appalachia and the 

Piedmont. They were the largest group of colonists from 

the British Isles before the American Revolution.

• The early colonists, especially the Scots-Irish in the back-

country, engaged in warfare, trade, and cultural 

exchanges. Those living in the backcountry were more 

likely to join with Creek Indians, Cherokee, and Choctaws 

and other regional native groups.
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Religion in American Colonies

• The religious history of the United States began with the first 
Pilgrim settlers who came on the Mayflower in 1620. Their 
Puritan faith motivated their move from Europe. The Spanish 
set up a network of Catholic missions in California, but they 
had all closed decades before 1848 when California became 
part of the U.S. There were a few important French Catholic 
churches and institutions in New Orleans.

• Most of the settlers came from Protestant backgrounds in 
England and Western Europe, with a small proportion of 
Catholics (chiefly in Maryland) and a few Jews in port cities. 

• The English and the Germans brought along multiple 
Protestant denominations. Several colonies had an 
"established" church, which meant that local tax money went to 
the established denomination. Freedom of religion became a 
basic American principle, and numerous new movements 
emerged, many of which became established denominations in 
their own right.

Robert E. McKenzie 312.876.6927 47



Religion in American Colonies

• The Church of England (Anglican) was officially established in 

five Southern colonies, which meant that local taxes paid the 

salary of the clergy. The parish had civic responsibilities such 

as poor relief. The local gentry controlled the budget, rather 

than the clergy.

• The Great  Awakening of the 1730’ & 1740’s had a major 

impact in reshaping the Congregational, Presbyterian, Dutch 

Reformed, and German Reformed denominations, and it 

strengthened the small Baptist and Methodist denominations. It 

brought Christianity to the slaves and was a powerful event in 

New England that challenged established authority. It incited 

rancor and division between the new revivalists and the old 

traditionalists who insisted on ritual and liturgy. The Awakening 

had little impact on Anglicans and Quakers.
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French and Indian War

• The French and Indian War (1754–1763) was the American 
extension of the general European conflict known as the Seven 
Years' War. Previous colonial wars in North America had 
started in Europe and then spread to the colonies, but the 
French and Indian War is notable for having started in North 
America and spread to Europe. One of the primary causes of 
the war was increasing competition between Britain and 
France, especially in the Great Lakes and Ohio valley.

• For the first time, the continent became one of the main 
theaters of what could be termed a "world war". During the war, 
the position of the British colonies as part of the British Empire 
was made truly apparent, as British military and civilian officials 
took on an increased presence in the lives of Americans.

•
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British Territorial Gains

• In the Treaty of Paris (1763), France formally ceded to 

Britain the eastern part of its vast North American empire, 

having secretly given to Spain the territory of Louisiana 

west of the Mississippi River the previous year. Before the 

war, Britain held the thirteen American colonies, most of 

present-day Nova Scotia, and most of the Hudson Bay 

watershed. Following the war, Britain gained all French 

territory east of the Mississippi River, including Quebec, 

the Great Lakes, and the Ohio River valley. Britain also 

gained Spanish Florida, from which it formed the colonies 

of East and West Florida. In removing a major foreign 

threat to the thirteen colonies, the war also largely 

removed the colonists' need of colonial protection.
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Territorial changes following the French and Indian War
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Preface to Revolution

• In the colonial era, Americans insisted on their rights as Englishmen to 
have their own legislature raise all taxes. The British Parliament, 
however, asserted in 1765 that it held supreme authority to lay taxes, 
and a series of American protests began that led directly to the 
American Revolution. The first wave of protests attacked the Stamp Act 
of 1765, and marked the first time that Americans met together from 
each of the 13 colonies and planned a common front against British 
taxation. The Boston Tea Party of 1773 dumped British tea into Boston 
Harbor because it contained a hidden tax that Americans refused to 
pay. The British responded by trying to crush traditional liberties in 
Massachusetts, leading to the American revolution starting in 1775.

• The idea of independence steadily became more widespread, after 
being first proposed and advocated by a number of public figures and 
commentators throughout the Colonies. One of the most prominent 
voices on behalf of independence was Thomas Paine in his pamphlet 
Common Sense published in 1776. Another group which called for 
independence was the Sons of Liberty, which had been founded in 
1765 in Boston by Samuel Adams and which was now becoming even 
more strident and numerous.
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Preface to Revolution

• The Parliament began a series of taxes and punishments 

which met more and more resistance: First Quartering Act 

(1765); Declaratory Act (1766); Townshend Revenue Act 

(1767); and Tea Act (1773). In response to the Boston Tea 

Party, Parliament passed the Intolerable Acts: Second 

Quartering Act (1774); Quebec Act (1774); Massachusetts 

Government Act (1774); Administration of Justice Act 

(1774); Boston Port Act (1774); Prohibitory Act (1775). By 

this point, the 13 colonies had organized themselves into 

the Continental Congress and begun setting up 

independent governments and drilling their militia in 

preparation for war.
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Preface to Revolution

• During the seventeenth and eighteenth centuries, the British colonies 
in America had been largely left to their own devices by the crown; it 
was called salutary neglect. The colonies were thus largely self-
governing; half the white men in America could vote, compared to one 
percent in Britain. They developed their own political identities and 
systems which were in many ways separate from those in Britain. 
This new ideology was a decidedly republican political viewpoint, 
which rejected royalty, aristocracy, and corruption and called for 
sovereignty of the people and emphasized civic duty. In 1763 with 
British victory in the French and Indian War, this period of isolation 
came to an end with the Stamp Act of 1765. The British government 
began to impose taxes in a way that deliberately provoked the 
Americans, who complained that they were alien to the unwritten 
English Constitution because Americans were not represented in 
parliament. Parliament said the Americans were "virtually" 
represented and had no grounds for complaint.  From the Stamp Act 
of 1765 onward, disputes with London escalated
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Preface to Revolution

• By 1772 the colonists began the transfer of political legitimacy 

to their own hands and started to form shadow governments 

built on committees of correspondence that coordinated protest 

and resistance. They called the First Continental Congress in 

1774 to inaugurate a trade boycott against Britain. Thirteen 

colonies were represented at the Congress. The other British 

colonies were under tight British control and did not rebel.

• When resistance in Boston culminated in the Boston Tea Party 

in 1773 with the dumping of taxed tea shipments into the 

harbor, London imposed the Intolerable Acts on the colony of 

Massachusetts, ended self-government, and sent in the Army 

to take control. The Patriots in Massachusetts and the other 

colonies readied their militias and prepared to fight.
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American Revolution

• On April 19, 1775, the royal military governor sent a 

detachment of troops to seize gunpowder and arrest local 

leaders in Concord. At Lexington, Massachusetts, shots 

broke out with the Lexington militia, leaving eight colonists 

dead. The British failed to find their targets in Concord, 

and as they retreated back to Boston, the British came 

under continuous assault by upwards of 3,800 militia who 

had prepared an ambush. The Battle of Lexington and 

Concord ignited the American Revolutionary War. As 

news spread, local shadow governments (called 

"committees of correspondence") in each of the 13 

colonies drove out royal officials and sent militiamen to 

Boston to besiege the British there.
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American Revolution

• The Second Continental Congress met in Philadelphia, 
Pennsylvania, in the aftermath of armed clashes in April. With 
all thirteen colonies represented, it immediately began to 
organize itself as a central government with control over the 
army and diplomacy and instructed the colonies to write 
constitutions for themselves as states. On June 1775, George 
Washington, a charismatic Virginia political leader with combat 
experience was unanimously appointed commander of a newly 
organized Continental Army. He took command in Boston and 
sent for artillery to barrage the British. In every state, a minority 
professed loyalty to the King, but nowhere did they have power. 
The unwritten rule was such people could remain silent, but 
vocal or financial or military support for the King would not be 
tolerated. The estates of outspoken Loyalists were seized; they 
fled to British-controlled territory, especially New York City.
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American Revolution

• During the winter of 1775–76, an attempt by the Patriots 

to capture Quebec failed, and the buildup of British forces 

at Halifax, Nova Scotia, precluded that colony from joining 

the 13 colonies. The Americans were able to capture a 

British fort at Ticonderoga, New York, and to drag its 

cannon over the snow to the outskirts of Boston. The 

appearance of troops and a cannon on Dorchester 

Heights outside Boston led the British Army to evacuate 

the city on March 17, 1776.
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American Revolution

• Declaration of Independence

• On July 2, 1776, the Second Continental Congress, still meeting in 

Philadelphia, voted unanimously to declare the independence as 

the "United States of America". Two days later, on July 4, Congress 

adopted the Declaration of Independence. The drafting of the 

Declaration was the responsibility of a Committee of Five, which 

included, among others, John Adams and Benjamin Franklin; it was 

drafted by Thomas Jefferson and revised by the others and the 

Congress as a whole. It contended that "all men are created equal" 

with "certain unalienable rights, that among these are life, liberty, 

and the pursuit of happiness", and that "to secure these rights 

governments are instituted among men, deriving their just powers 

from the consent of the governed", as well as listing the main 

colonial grievances against the crown. July 4 ever since has been 

celebrated as the birthday of the United States.
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Declaration of Independence

• “We hold these truths to be self-evident, that all men are 

created equal, that they are endowed by their Creator with 

certain unalienable Rights, that among these are Life, Liberty 

and the pursuit of Happiness.”

• This has been called "one of the best-known sentences in the English 

language", containing "the most potent and consequential words in 

American history". The passage came to represent a moral standard to 

which the United States should strive. This view was notably promoted 

by Lincoln, who considered the Declaration to be the foundation of his 

political philosophy and argued that it is a statement of principles 

through which the United States Constitution should be interpreted.
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American Revolution

• After a long & bloody war the fighting ended :

• The Siege of Yorktown Ended with The Surrender of a 
British Army, Ending Most of the Fighting

• The British army under Lord Cornwallis marched to Yorktown, 
Virginia where they expected to be rescued by a British fleet. 
When that fleet was defeated by a French fleet, however, they 
were trapped, and were surrounded by a much stronger force 
of Americans and French under Washington's command. On 
October 1781, Cornwallis surrendered..

• News of the defeat effectively ended the fighting in America, 
although the naval war continued. Support for the conflict had 
never been strong in Britain, where many sympathized with the 
rebels, but now it reached a new low. King George III 
personally wanted to fight on, but he lost control of Parliament, 
and had to agree to peace negotiations.
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American Revolution

• Peace and Memory 

• Long negotiations resulted in the Treaty of Paris (1783), which 
provided highly favorable boundaries for the United States; it included 
nearly all land east of the Mississippi River and south of Canada, 
except British West Florida, which was awarded to Spain. 
Encompassing a vast region nearly as large as Western Europe, the 
western territories contained a few thousand American pioneers and 
tens of thousands of Indians, most of whom had been allied to the 
British but were now abandoned by London.

• Historians have portrayed the Revolution became the main source of 
the non-denominational "American civil religion" that has shaped 
patriotism, and the memory and meaning of the nation's birth ever 
since. Key events and people were viewed as icons of fundamental 
virtues. Thus the Revolution produced a Moses-like leader (George 
Washington), prophets (Thomas Jefferson, Tom Paine), disciples 
(Alexander Hamilton, James Madison) and martyrs (Boston 
Massacre, Nathan Hale), as well as devils (Benedict Arnold).
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Critical Period: 1783–1789

• Articles of Confederation

• Little power to finance itself or to ensure that its resolutions were 

enforced. It could not tax and relied on the sates for revenue.

• There was no president and 

• No judiciary.

• The Continental Congress did have power to print paper money; it 

printed so much that its value plunged until the expression "not 

worth a continental" was used for some worthless item. 

• In 1789 the adoption of the U. S. Constitution solved 

many of these problems
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Louisiana Purchase-1803

• The Louisiana Purchase (1803) was a land deal 

between the United States and France, in which the U.S. 

acquired approximately 827,000 square miles of land 

west of the Mississippi River for $15 million
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Louisiana Purchase-1803
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Mexican American War 1846 to 1848

• The Mexican American War was mainly driven by the idea of 

“Manifest Destiny”; the belief that the U.S had a God-given 

right to occupy and civilize the whole continent. As increasingly 

large number of Americans migrated towards the west in 

search of land, the fact that most of those areas already had 

people living in them was ignored. Instead, an attitude and 

belief that democratic English-speaking America would do a 

better job of running the lands than the Native Americans or 

Spanish-speaking Catholic Mexicans prevailed. President 

Polk shared and led the vision of Manifest Destiny, and did 

offer to buy much of the southwest land from Mexico. However 

the Mexican government refused the offer, and an unyeilding

desire to populate those southwestern lands caused tensions 

to continue to rise.
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Mexican American War 1846 to 1848
• The second major cause of the Mexican American War actually 

started off with the Texas War of Independence and the subsequent 
inclusion of that area into the United States. During the 1830s, 
Mexico needed settlers in the under populated northern parts of the 
country and therefore allowed U.S. citizens to come and live in the 
Texas area as long as they took an oath of allegiance to Mexico and 
coverted to Catholicism. Thousands of Americans accepted the 
invitation and migrated to the Mexican province of Texas. However, 
not long after, many of the new “Texicans” or “Texians” were not 
satisfied with the way the Mexican government tried to run the 
province. So in 1835, the Texas Revolution began as both Mexicans 
and Americans living in Texas fought for independence from the 
Mexican government. Sam Houston led the "Texians" in battle against 
Mexican President Santa Anna and his troops. A final victory resulted 
in the capture of Santa Anna, who was forced to sign the Treaty of 
Velasco, granting Texas its independence.

• Texas became a state in 1845
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Mexican American War 1846 to 1848
• At the war Mexico ceded most of the Southwest including 

California to the U.S.

• The Gadsden Purchase, or Treaty, was an agreement between 

the United States and Mexico, finalized in 1854, in which the 

United States agreed to pay Mexico $10 million for a 29,670 

square mile portion of Mexico that later became part 

of Arizona and New Mexico. Gadsden’s Purchase provided the 

land necessary for a southern transcontinental railroad and 

attempted to resolve conflicts that lingered after the Mexican-

American War.

• The Gadsden Purchase gave the U. S. to build a 

transcontinental railroad across the country
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U. S. Civil War

• 1861 to 1865

• As a result of the long-standing controversy over slavery, war 

broke out in April 1861, when Confederate forces attacked Fort 

Sumter in South Carolina, shortly after U.S. President Abraham 

Lincoln was inaugurated. 

• The nationalists of the Union proclaimed loyalty to the U.S. 

Constitution. They faced secessionists of the Confederate 

States, who advocated for states' rights to expand slavery.

• Among the 34 U.S. states in February 1861, seven Southern 

slave states individually declared their secession from the U.S. 

to form the Confederate States of America, or the South. The 

Confederacy grew to include eleven slave states. 
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American Civil War

• In the 1860 presidential election, Republicans, led by Abraham 
Lincoln, supported banning slavery in all the U.S. territories. 
The Southern states viewed this as a violation of their 
constitutional rights and as the first step in a grander 
Republican plan to eventually abolish slavery. The three pro-
Union candidates together received an overwhelming 82% 
majority of the votes cast nationally: Republican Lincoln's votes 
centered in the north, Democrat Stephen A. Douglas' votes 
were distributed nationally and Constitutional Unionist John 
Bell's votes centered in Tennessee, Kentucky, and Virginia. The 
Republican Party, dominant in the North, secured a plurality of 
the popular votes and a majority of the electoral votes 
nationally, thus Lincoln was constitutionally elected president. 
He was the first Republican Party candidate to win the 
presidency. 
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American Civil War

• Before Lincoln’s inauguration, seven slave states with 

cotton-based economies declared secession and formed 

the Confederacy. The first six to declare secession had 

the highest proportions of slaves in their populations, a 

total of 49 percent. Of those states whose legislatures 

resolved for secession, the first seven voted with split 

majorities for unionist candidates Douglas and Bell 

(Georgia with 51% and Louisiana with 55%), or with 

sizable minorities for those unionists (Alabama with 46%, 

Mississippi with 40%, Florida with 38%, Texas with 25%, 

and South Carolina, which cast Electoral College votes 

without a popular vote for president. 
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American Civil War

• The Union and Confederacy quickly raised volunteer and 

conscription armies that fought mostly in the South over 

the course of four years. 

• The Union finally won the war when General Robert E. 

Lee surrendered to General Ulysses S. Grant at the Battle 

of Appomattox Court House, followed by a series of 

surrenders by Confederate generals throughout the 

southern states. 

• Four years of intense combat left 620,000 to 750,000 

people dead, more than the number of U.S. military 

deaths in all other wars combined (at least until 

approximately the Vietnam War).
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American Civil War 

• After hostilities ended the 13th amendment of the Constitution 
abolished slavery

• Soon after the end of hostilities Lincoln was assassinated

• At the end of the war 12 years of Reconstruction ensued to 
reintegrate the secessionist states back into the Union

• The 14th & 15th Amendments were passed in 1868 & 1870 
respectively

• The 14th Amendment (1868) granted United States 
citizenship to former slaves and to all persons "subject to U.S. 
jurisdiction". It also contained three new limits on state power: a 
state shall not violate a citizen's privileges or immunities; shall 
not deprive any person of life, liberty, or property without due 
process of law; and must guarantee all persons equal 
protection of the laws. 
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Aftermath of the Civil War

• The scars of the war remain to this day.

• Post war the Republican Party became the dominant political 

party for several decades

• After reconstruction the Confederate states passed 

segregationist laws that created second class status for African 

Americans. 

• Many African Americans emigrated to northern states to avoid 

the harsh system. This was called the great migration

• Beginning in the 1950’s African Americans began 

demonstrating for their civil rights culminating in the passage of 

the Civil Rights Act of 1965

• Many African Americans continue to be subject to 

discrimination (both subtle and overt?
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Aftermath of the Civil War

• After passage of the Civil Rights Act almost all of the of 

southern states changed from majority Democratic states to 

Republican states

• Those states continue to pass laws like voter identification laws 

which tend to reduce African American voter participation.

• Most African Americans vote Democratic and almost all 

southern whites vote Republican

• Post Reconstruction southern states erected statues 

commemorating as heroes the leaders of the Confederacy. 

Those statues continue to be a subject of controversy and 

protest. Last year we had civil disturbances in Charlottesville, 

VA led by Nazis and white nationalists protesting the removal of 

such statues 
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Aftermath of the Civil War

• Some state have incorporated the Confederate flag into 

their state flag:

• Mississippi-

• Georgia-
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The Fight for Civil Rights

• https://www.youtube.com/watch?v=URxwe6LPvkM
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Open & Subtle Racism Remains

• America has always had haters of people different than its 
majority. As successive waves of immigrants have arrived in 
the U. S. there has been resentment & discrimination against 
them. Those immigrants have included at various times:

• Catholics

• Germans

• Irish

• Asians

• Jews

• Eastern Europeans

• Unfortunately we now  have an immoral president who plays on 
those frictions and fails to condemn those who hate:

• Muslims

• Hispanics

• African Americans
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U. S. Constitution

• Constitutional Convention

• Congress, meeting in New York, called on each state to send 
delegates to a Constitutional Convention, meeting in 
Philadelphia. While the stated purpose of the convention was 
to amend the Articles of Confederation, many delegates, 
including James Madison and George Washington, wanted to 
use it to craft a new constitution for the United States. The 
Convention convened in May 1787 and the delegates 
immediately selected Washington to preside over them. 
Madison soon proved the driving force behind the Convention, 
engineering the compromises necessary to create a 
government that was both strong and acceptable to all of the 
states. The Constitution, proposed by the Convention, called 
for a federal government—limited in scope but independent of 
and superior to the states—within its assigned role able to tax 
and equipped with both Executive and Judicial branches as 
well as a two house legislature. 
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U.S. Constitution

• The basis of the United States government is the 

Constitution which was adopted by the states in 1789

• The Constitution has been amended 27 times

• It is the basis for our government and the foundation for 

all U. S. law
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U.S. Constitution

• Preamble to the Constitution:

• “We the People of the United States, in Order to 

form a more perfect Union, establish Justice, 

insure domestic Tranquility, provide for the 

common defence, promote the general Welfare, 

and secure the Blessings of Liberty to ourselves 

and our Posterity, do ordain and establish this 

Constitution for the United States of America.”
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Hamilton vs. Jefferson

• The conflict that took shape in the 1790s between the Federalists 
and the Antifederalists exercised a profound impact on American 
history. The Federalists, led by Alexander Hamilton represented the 
urban mercantile interests of the seaports; the Antifederalists, led 
by Thomas Jefferson, spoke for the rural and southern interests. 
The debate between the two concerned the power of the central 
government versus that of the states, with the Federalists favoring 
the former and the Antifederalists advocating states rights. 

• Hamilton sought a strong central government acting in the interests 
of commerce and industry. He brought to public life a love of 
efficiency, order and organization. In response to the call of the 
House of Representatives for a plan for the "adequate support of 
public credit," he laid down and supported principles not only of the 
public economy, but of effective government.

• Hamilton pointed out that America must have credit for industrial 
development, commercial activity and the operations of 
government. It must also have the complete faith and support of the 
people. 
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Hamilton vs. Jefferson

• There were many who wished to repudiate the national debt or 
pay only part of it. Hamilton, however insisted upon full 
payment and also upon a plan by which the federal 
government took over the unpaid debts of the states incurred 
during the Revolution.

• Jefferson advocated a decentralized agrarian republic. He 
recognized the value of a strong central government in foreign 
relations, but he did not want it strong in other respects. 
Hamilton's great aim was more efficient organization, whereas 
Jefferson once said "I am not a friend to a very energetic 
government." Hamilton feared anarchy and thought in terms of 
order; Jefferson feared tyranny and thought in terms of 
freedom.

• These debates led to the formation of political parties and 
continue to this day
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U. S. Government

• U. S. System of Government
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Bill of Rights
• The first 10 amendments to the Constitution

• Amendment I

• Congress shall make no law respecting an establishment of religion, or 
prohibiting the free exercise thereof; or abridging the freedom of speech, 
or of the press; or the right of the people peaceably to assemble, and to 
petition the government for a redress of grievances.

• Amendment II

• A well regulated militia, being necessary to the security of a free state, the 
right of the people to keep and bear arms, shall not be infringed.

• Amendment III

• No soldier shall, in time of peace be quartered in any house, without the 
consent of the owner, nor in time of war, but in a manner to be prescribed 
by law.

• Amendment IV

• The right of the people to be secure in their persons, houses, papers, and 
effects, against unreasonable searches and seizures, shall not be 
violated, and no warrants shall issue, but upon probable cause, supported 
by oath or affirmation, and particularly describing the place to be 
searched, and the persons or things to be seized.
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Bill of Rights
• The first 10 amendments to the Constitution

• Amendment V

• No person shall be held to answer for a capital, or otherwise infamous crime, unless on a 
presentment or indictment of a grand jury, except in cases arising in the land or naval 
forces, or in the militia, when in actual service in time of war or public danger; nor shall any 
person be subject for the same offense to be twice put in jeopardy of life or limb; nor shall 
be compelled in any criminal case to be a witness against himself, nor be deprived of life, 
liberty, or property, without due process of law; nor shall private property be taken for public 
use, without just compensation.

• Amendment VI

• In all criminal prosecutions, the accused shall enjoy the right to a speedy and public trial, by 
an impartial jury of the state and district wherein the crime shall have been committed, 
which district shall have been previously ascertained by law, and to be informed of the 
nature and cause of the accusation; to be confronted with the witnesses against him; to 
have compulsory process for obtaining witnesses in his favor, and to have the assistance of 
counsel for his defense.

• Amendment VII

• In suits at common law, where the value in controversy shall exceed twenty dollars, the 
right of trial by jury shall be preserved, and no fact tried by a jury, shall be otherwise 
reexamined in any court of the United States, than according to the rules of the common 
law.
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Bill of Rights

• The first 10 amendments to the Constitution

• Amendment VIII

• Excessive bail shall not be required, nor excessive fines 

imposed, nor cruel and unusual punishments inflicted.

• Amendment IX

• The enumeration in the Constitution, of certain rights, shall 

not be construed to deny or disparage others retained by 

the people.

• Amendment X

• The powers not delegated to the United States by the 

Constitution, nor prohibited by it to the states, are reserved 

to the states respectively, or to the people.
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Some Important Amendments

• The Thirteenth Amendment (1865) 
abolished slavery and involuntary servitude, 
except as punishment for a crime, and 
authorized Congress to enforce abolition. Though 
millions of slaves had been declared free by the 
1863 Emancipation Proclamation, their post Civil 
War status was unclear, as was the status of 
other millions. Congress intended the Thirteenth 
Amendment to be a proclamation of freedom for 
all slaves throughout the nation and to take the 
question of emancipation away from politics. This 
amendment rendered inoperative or moot 
several of the original parts of the constitution.
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Some Important Amendments

• The Fourteenth Amendment (1868) granted United States 
citizenship to former slaves and to all persons "subject to 
U.S. jurisdiction". It also contained three new limits on 
state power: a state shall not violate a citizen's privileges 
or immunities; shall not deprive any person of life, liberty, 
or property without due process of law; and must 
guarantee all persons equal protection of the laws. These 
limitations dramatically expanded the protections of the 
Constitution. This amendment, according to the Supreme 
Court's Doctrine of Incorporation, makes most provisions 
of the Bill of Rights applicable to state and local 
governments as well. The mode of apportionment of 
representatives delineated in Article 1, Section 2, Clause 3 
has been superseded by that of this amendment.
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Some Important Amendments
• The Fifteenth Amendment (1870) prohibits the use 

of race, color, or previous condition of servitude in 

determining which citizens may vote. The last of three post 

Civil War Reconstruction Amendments, it sought to abolish 

one of the key vestiges of slavery and to advance the civil 

rights and liberties of former slaves.

• The Nineteenth Amendment (1920) prohibits the government 

from denying women the right to vote on the same terms as 

men. Prior to the amendment's adoption, only a few states 

permitted women to vote and to hold office.
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Some Important Amendments

• The Sixteenth Amendment (1913) removed existing 

Constitutional constraints that limited the power of 

Congress to lay and collect taxes on income. Specifically, 

the apportionment constraints delineated in Article 1, 

Section 9, Clause 4 have been removed by this 

amendment, which also overturned an 1895 Supreme 

Court decision, in Pollock v. Farmers' Loan & Trust Co., 

that declared a federal income tax on rents, dividends, 

and interest unconstitutional. This amendment has 

become the basis for all subsequent federal income tax 

legislation and has greatly expanded the scope of federal 

taxing and spending in the years since.
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Legislative Branch

• House of 

Representatives

• Senate

• 435 representatives 

apportioned among 

districts of equal 

population

• 2 Senators per state 

for a total of 100
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Electing a President

• Electing a President
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Two Parties
Republicans

• Conservative

• Most elective 

representatives oppose 

abortion

• Most are strong advocates 

of a broad interpretation of 

the right to bear arms

• Majority of whites vote 

Republican

• Many are climate change 

deniers

Democrats

• Progressive or liberal

• Most elective 
representatives support 
abortion rights

• Most favor more gun 
controls

• Majority of African-
Americans and Hispanics 
vote Democratic

• Most believe in climate 
change
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Two Parties
Republicans

• Majority of fundamentalist 
Christians support party

• Rural areas generally vote for 
Republicans

• Strong advocates of states 
rights

• Oppose many social welfare 
programs including Obama 
Care

• Always campaign to cut 
taxes even if the government 
runs a deficit

Democrats

• Majority of Jews, Muslims & 
less fundamentalist 
Christians support 

• Strong Democratic majorities 
in most urban areas

• Advocates for a strong 
federal government

• Support social welfare 
programs

• Support higher taxes to pay 
for programs and reduce 
deficit
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Two Parties
Republicans

• Many oppose same sex 
marriage

• Almost always in favor of 
cutting federal programs

• More likely to support the 
interest of businesses

• Support a broad view of 
gun rights

• Pro-military and more 
likely to commit troops to 
war

Democrats

• Majority support same sex 
marriage

• More likely to support 
federal programs

• More likely to support 
unions and working 
individuals

• Do not support a broad 
view of gun rights

• Generally favor controlling 
defense spending
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Two Parties
Republicans

• More willing to pass laws that 
harm minority citizens

• View themselves as 
protectors of American 
values of hard work and 
adherence to organized 
religions

• Less accepting of alternative 
views of religion & more likely 
to say the U. S. is a Christian 
country

• Support prayer in the schools

• Less likely to support 
affirmative action

Democrats

• More willing to pass laws that 
assist or empower minority 
citizens

• View themselves as 
protectors of American 
values assisting the less 
affluent and freedom to not 
worship at organized religion

• More accepting of alternative 
views of religion

• Do not support prayer in the 
schools

• More likely to support 
affirmative action
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A Government of the People

• In the United States, every citizen over the age of 18 can 

have a voice in the government. All he or she has to do is 

vote. The United States government is faced with a wide 

variety of complex problems. Often people cannot agree 

on possible solutions. But officers of the United States 

government are free to disagree with each other, and so 

are the nation's citizens. Some may think the government 

interferes too much in people's lives. Others believe the 

government should pass as many laws as it can to keep 

society in check. This right to disagree with one another, 

and especially the citizens' right to disagree with the 

government, is one of the most precious rights 

guaranteed to Americans by their Constitution.
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U. S. Court System

• Basic U. S. Court System

• U. S. Court System

• Stare Decisis
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U.S. Supreme Court

• The ultimate decider of all federal issues

• Interprets the Constitution

• 9 Justices nominated by the president and approved by 

the U.S. Senate

• Justices appointed for life

• The nine justices are 5 conservative and 4 progressive
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United States Courts of Appeals

• 12 United States Courts of Appeals based upon 

geography 

• 1 Court of Appeals for Federal Circuit

• The appeals courts hear appeals from district courts and 

courts of special jurisdiction like the Tax Court

• Judges appointed for life
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District Courts

• 94 federal judicial districts based upon geography

• Trial courts

• They hear cases based upon federal law and the 

constitution

• Judges appointed for life
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Specific Subject-Matter Jurisdiction

• U.S. Court of Federal Claims 

• United States Tax Court

• Patent Trial and Appeal Board

• International Trade Commission

• United States Court of International Trade

• United States Court of Federal Claims

• United States Foreign Intelligence Surveillance Court

• United States Bankruptcy Courts

• Trademark Trial and Appeal Board

• United States Merit Systems Protection Board

• United States Alien Terrorist Removal Court
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State Courts

• Each state has a system of trial courts and appeals courts

• These courts interpret state laws and the respective state 

constitution

• Most large states have trial courts with 2 levels of appeals 

courts

• Some smaller states have only trial courts and one 

appeals court
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Precedent and Stare Decisis
• When issuing decisions, all courts must follow binding precedent --

that is their decisions must follow any rulings made by courts above 

them.  On questions of the interpretation of the United States 

Constitution and statutes passed by Congress, the United States 

Supreme Court has the final say.  All other courts, both federal and 

state, must follow any precedent set by the Supreme Court. 

• All United States District Courts must follow the interpretation given 

by the Court of Appeal for the circuit in which it sits.  Sometimes, 

different circuits reach contradictory results on a particular issue.  

This means that the Constitution may occasionally be interpreted 

differently in different states.  Often, such a “split in the circuits” 

prompts the Supreme Court to grant certiorari on the issue 

involved, so that the law will be uniform throughout the country.
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Precedent and Stare Decisis
• State courts are bound to follow precedent set by the 

Supreme Court and by the Courts of Appeals on issues of 

federal law, but not as to state law.  Each state supreme court 

is free to interpret the laws of its state as it sees fit, as long as 

the interpretation does not violate the United States 

Constitution.  All lower courts in the state must follow state 

supreme court precedent on issues of state law, and federal 

courts in the state must do likewise.
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Precedent and Stare Decisis
• The doctrine of stare decisis is somewhat different than that of 

precedent.  Stare decisis is the desire of most courts to follow 

their own precedent, even when they are not required to.  For 

example, once the Supreme Court has decided an issue of 

federal law, they are free to change their mind in some later 

case.  But they are normally quite reluctant to do so, even if 

there has been a change of justices on the Court and the new 

members do not agree with the old ruling.  They are much 

more likely to distinguish the older case when asked to apply 

it in a slightly different situation.  In this way, the older doctrine 

may change, but more gradually, over time.
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Precedent and Stare Decisis
• The Supreme Court has the power to and does occasionally 

completely reverse an existing precedent.  Although they can 

do so both as to statutory and constitutional issues, they often 

state that they are less likely to do so in matters of statutory 

construction.  This is because if Congress disagrees with the 

Court’s interpretation of a statute, it may amend the law to 

change the result.  If the Supreme Court feels strongly, 

however, that they have misinterpreted the Constitution, only 

they can change the result, unless the difficult cumbersome 

process of amending the Constitution is used.  Such complete 

reversals, however, are quite rare.

•
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Common Law vs. Civil Law

• Countries following a common law system are typically 

those that were former British colonies or protectorates, 

including the United States.

• Countries following a civil law system are typically those 

that were former French, Dutch, German, Spanish or 

Portuguese colonies or protectorates, including much of 

Central and South America. Most of the Central and 

Eastern European and East Asian countries also follow a 

civil law structure.
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Civil law based systems are in turquoise & Common 

law in Pink.
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Common vs. Civil

Common Law

• Features of a common law 

system include:

• There is not always a written 

constitution or codified laws;

• Judicial decisions are 

binding – decisions of the 

highest court can generally 

only be overturned by that 

same court or through 

legislation;

Civil Law

• The civil law system is a codified 
system of law. It takes its origins 
from Roman law. Features of a 
civil law system include:

• There is generally a written 
constitution based on specific 
codes (e.g., civil code, codes 
covering corporate law, 
administrative law, tax law and 
constitutional law) enshrining 
basic rights and duties; 
administrative law is however 
usually less codified and 
administrative court judges tend 
to behave more like common law 
judges;
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Common vs. Civil

Common Law

• Extensive freedom of 

contract - few provisions 

are implied into the 

contract by law (although 

provisions seeking to 

protect private consumers 

may be implied);

Civil Law

• Only legislative enactments 
are considered binding for 
all. There is little scope for 
judge-made law in civil, 
criminal and commercial 
courts, although in practice 
judges tend to follow 
previous judicial decisions; 
constitutional and 
administrative courts can 
nullify laws and regulations 
and their decisions in such 
cases are binding for all.
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Common vs. Civil
Common Law

• Generally, everything is 

permitted that is not 

expressly prohibited by 

law.

Civil Law

• In some civil law systems, e.g., 
Germany, writings of legal 
scholars have significant 
influence on the courts;

• Courts specific to the underlying 
codes – there are therefore 
usually separate constitutional 
court, administrative court and 
civil court systems that opine on 
consistency of legislation and 
administrative acts with and 
interpret that specific code;

• Less freedom of contract - many 
provisions are implied into a 
contract by law and parties 
cannot contract out of certain 
provisions.
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Feature Common Law Civil Law

Written constitution Not always Always

Judicial decisions Binding Not binding on 3rd parties; however,

administrative and constitutional

court decisions on laws and

regulations binding on all

Writings of legal 

scholars

Little influence Significant influence in some civil law

jurisdictions

Freedom of contract Extensive – only a few 

provisions implied by law 

into contractual 

relationship

More limited – a number of provisions

implied by law into contractual

relationship

Court system 

applicable

to PPP projects

In most cases contractual 

relationship is subject to 

private law and courts that

deal with these issues

Most PPP arrangements (e.g.

concessions) are seen as relating to

a public service and subject to public

administrative law administered by

administrative courts
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Civil Law Common Law

Legal System Legal system originating in

Europe whose most

prevalent feature is that its

core principles are codified

into a referable system

which serves as the primary

source of law.

Legal system characterized

by case law, which is law

developed by judges through

decisions of courts and

similar tribunals.

Role of judges Chief investigator; makes

rulings, usually non-binding

to 3rd parties. In a civil law

system, the judge’s role is to

establish the facts of the

case and to apply the

provisions of the applicable

code. Though the judge

often brings the formal

charge

Makes rulings; sets

precedent; referee between

lawyers. Judges decide

matters of law and, where a

jury is absent, they also find

facts. Most judges rarely

inquire extensively into

matters before them, instead

relying on arguments

presented by the parties
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Constitution Always Not always

Precedent Only used to determine

administrative of constitutional

court matters

Used to rule on future or

present cases

Jury opinion In cases of civil law, the

opinion of the jury may not

have to be unanimous. Laws

vary by state and country.

Juries are present almost

exclusively in criminal cases;

virtually never involved in civil

actions. Judges ensure law

prevails over passion.

Juries are comprised only of

laypersons — never judges

and, in practice, only rarely

lawyers — and are rarely

employed to decide non-

criminal matters outside the

United States. Their function is

to weigh evidence presented to

them, and to find fa

History The civil law tradition

developed in continental

Europe at the same time and

was applied in the colonies of

European imperial powers

such as Spain and Portugal.

Common law systems have

evolved primarily in England

and its former colonies,

including all but one US

jurisdiction and all but one

Canadian jurisdiction. For the

most part, the English-

speaking world operates under

common law.

Robert E. McKenzie 312.876.6927



Features
126

Sources of Law 1. Constitution

2. Legislation – statutes

and subsidiary

legislation

3. Custom

4. International Law

5. [Nota bene: It may be

argued that judicial

precedents and

conventions also

function within

Continental systems,

but they are not

generally recognized

1. Constitution (not in

the UK)

2. Legislation – Statutes

and subsidiary

legislation

3. Judicial precedent –

common law and equity

4. Custom

5. Convention

6. International Law

Type of argument and

role of lawyers

Inquisitorial.

Judges, not lawyers, ask

questions and demand

evidence. Lawyers

present arguments based

on the evidence the court

Adversarial.

Lawyers ask questions of

witnesses, demand

production of evidence,

and present cases based

on the evidence they
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Evidence Taking Evidence demands are

within the sovereign

inquisitorial function

of the court — not

within the lawyers’

role. As such,

“discovery” by foreign

attorneys is dimly

viewed, and can even

lead to criminal

sanctions where the

court’s role is usurp

Widely understood to

be a necessary part of

the litigants’ effective

pursuit or defense of a

claim. Litigants are

given wide latitude in

US jurisdictions, but

more limited outside

the US. In any event,

the litigants and their

lawyers undertake to a

Evolution Both systems have

similar sources of law-

both have statutes and

both have case law, they

approach regulation and

resolve issues in

different ways, from

Both systems have

similar sources of law-

both have statutes and

both have case law, they

approach regulation and

resolve issues in

different ways, from
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Common law adjudication

• In a common law jurisdiction several stages of research 

and analysis are required to determine "what the law is" in 

a given situation. 

• First, one must ascertain the facts. 

• Then, one must locate any relevant statutes and cases. 

• Then one must extract the principles, analogies and statements by 

various courts of what they consider important to determine how 

the next court is likely to rule on the facts of the present case. 

• Later decisions, and decisions of higher courts or legislatures carry 

more weight than earlier cases and those of lower courts. 

• Finally, one integrates all the lines drawn and reasons given, and 

determines "what the law is". Then, one applies that law to the 

facts.
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Common law adjudication

• Nomination of Oliver Wendell Holmes to serve on the 

U.S. Supreme Court, 1902.

• Oliver Wendell Holmes, Jr. cautioned that "the proper 

derivation of general principles in both common and 

constitutional law ... arise gradually, in the emergence of a 

consensus from a multitude of particularized prior 

decisions.“

• Justice Cardozo noted the "common law does not work 

from pre-established truths of universal and inflexible 

validity to conclusions derived from them deductively", but 

"[i]ts method is inductive, and it draws its generalizations 

from particulars".
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Common law adjudication

• An Example of the evolution of common law

• Pages 53-56 of the outline
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Most Important Supreme Court Cases

• Marbury v. Madison, 1803 (4-0 decision)

• Established the Supreme Court's power of judicial review over 

Congress.

• McCulloch v. Maryland, 1819 (7-0 decision)

• Established the federal government's implied powers over the 

states.

• Dred Scott v. Sandford, 1857 (7-2 decision)

• Denied citizenship to African American slaves.
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Most Important Supreme Court Cases

• Plessy v. Ferguson, 1896 (7-1 decision)

• Upheld "separate but equal" segregation laws in states.

• Korematsu v. United States, 1944 (6-3 decision)

• Upheld internment of Japanese Americans during World War II.

• Brown v. Board of Education, 1954 (9-0 decision)

• Separating black and white students in public schools is 

unconstitutional.
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Most Important Supreme Court Cases

• Gideon v. Wainwright, 1963 (9-0 decision)

• Criminal defendants have a right to an attorney even if they cannot 

afford one.

• New York Times v. Sullivan, 1964 (9-0 decision)

• Lawsuits based on libel or defamation must show intent or 

recklessness.

• Miranda v. Arizona, 1966 (5-4 decision)

• Prisoners must be advised of their rights before being questioned 

by police.
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Most Important Supreme Court Cases

• Loving v. Virginia, 1967 (9-0 decision)

• Invalidated state laws prohibiting interracial marriage.

• Roe v. Wade, 1973 (7-2 decision)

• Women have a constitutional right to an abortion during the first two 

trimesters.

• United States v. Nixon, 1974 (8-0 decision)

• President cannot use executive privilege to withhold evidence from 

criminal trial.
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Most Important Supreme Court Cases

• Regents of the University of California v. Bakke, 1978 

(5-4 decision)

• Upheld use of race as one of many factors in college admissions.

• Bush v. Gore, 2000 (5-4 decision)

• No recount of the 2000 presidential election was feasible in a 

reasonable time period.

• Lawrence v. Texas, 2003 (6-3 decision)

• Struck down state laws that prohibited sodomy between consenting 

adults.
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Most Important Supreme Court Cases

• District of Columbia v. Heller, 2008 (5-4 decision)

• Citizens have a right to possess firearms at home for self-defense.

• Citizens United v. Federal Election Commission, 2010 

(5-4 decision)

• Corporations and unions can spend unlimited amounts in elections.

• National Federation of Independent Business v. 

Sebelius, 2012 (5-4 decision)

• Upheld the mandate that most Americans have health insurance.
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Most Important Supreme Court Cases

• Shelby County v. Holder, 2013 (5-4 decision)

• States and localities do not need federal approval to change voting 

laws.

• United States v. Windsor, 2013 (5-4 decision)

• Federal government must provide benefits to legally married same-

sex couples.

• Obergefell v. Hodges, 2015 (5-4 decision)

• Same-sex marriage is legalized across all 50 states.
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More Important Decisions
• The 1919 Schenck v. United States decision contains the most 

famous sentence ever penned by a Supreme Court justice—and 

one of the most dangerous. Affirming the conviction of socialists 

who urged draftees to resist fighting in World War I, Justice 

Oliver Wendell Holmes Jr. wrote: “The most stringent protection 

of free speech would not protect a man in falsely shouting fire in 

a theater and causing a panic.” This was a flawed analogy—

shouting “Fire!” in a theater incites action, whereas circulating 

ideas and arguments incites thought that might then lead to 

action—but one that has since been used as a justification for all 

manner of censorship.
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More Important Decisions
• The 1989 case Michael H. v. Gerald D. tells us what would 

happen if Justice Antonin Scalia wrote a Harlequin romance. 

We have a California model, her New York City husband, her 

boyfriend next door, her boyfriend down the road—and the 

daughter they all love. Scalia led the majority in siding with 

California law, which generally presumes a woman’s husband 

to be the father of her children, regardless of anyone else’s 

claims—because having a stable family matters more than 

biology.
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More Important Decisions
• In 1879, John Elk renounced his allegiance to his American 

Indian tribe to go live among the citizens of Omaha. But when he 

tried to register to vote, the registrar claimed that he was not a 

citizen. No one disputed that Elk was born within the territorial 

limits of the United States, but in 1884’s Elk v. Wilkins, the 

Court ruled that the citizenship clause of the Fourteenth 

Amendment did not apply to Elk or others like him. The Indian 

Citizenship Act of 1924 changed this, but the case remains 

relevant to today’s birthright debate. Some suggest that the 

children of undocumented immigrants have no more claim to 

citizenship than Elk did. They are wrong.
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More Important Decisions

• Reynolds v. Sims (1964). One-person, one-vote is 

constitutionally required. For any legislative body with districts, 

all districts must be about the same in population. This decision 

made government far more democratic and representative.
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More Important Decisions

• New York Times Co. v. Sullivan (1964). This decision 

modernized the intellectual foundations of the free-speech 

traditions that have ensured the vibrancy of American 

democracy.

• Sullivan overturned the censorial aspects of the law of libel 

and made it far easier in what’s left of our democracy for 

citizens—including the Fourth Estate—to criticize the powerful.
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More Important Decisions

• Heart of Atlanta Motel v. U.S. (1964). In this case, the 

court upheld Title II of the 1964 Civil Rights Act, which 

granted African Americans full access to public 

accommodations such as hotels, restaurants and movie 

theaters. The court confirmed that Congress has broad 

powers, under the commerce clause, to address 

important national problems—many of which are still with 

us and still need addressing today.
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2018 Supreme Court Decisions

• Janus

• A divided Supreme Court said that public-sector 

employees who don’t belong to unions can’t be forced to 

pay union contract-negotiating fees. Justice Samuel Alito 

said that “states and public-sector unions may no longer 

extract agency fees from nonconsenting employees. The 

First Amendment is violated when money is taken from 

nonconsenting employees for a public-sector union; 

employees must choose to support the union before 

anything is taken from them."
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2018 Decisions 
• In Masterpiece Cakeshop, the Justices tried to decide if 

Colorado's public accommodations law violated the First 

Amendment religious rights of a cake maker who declined to 

make a cake for a same-sex marriage event. Instead, the ruling 

focused on the conduct of the Colorado Rights Commission in 

its initial decision in the case.

• In the 7-2 decision, Justice Anthony Kennedy said that the commission 

incorrectly acted in its considerations that Masterpiece Cakeshop violated 

the Colorado Anti-Discrimination Act (or CADA).

• Kennedy said the baker, Jack Phillips, was “entitled to a neutral and 

respectful consideration of his claims in all the circumstances of the 

case,” but the statements of some commission officials cast doubts on 

the neutrality of their decision.
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2018 Supreme Court Decisions

• Carpenter v. United States

• A divided Court ruled that in general, law enforcement officers must 

get a court-approved warrant before they may gather data from 

cellphone towers showing where an individual was using a phone. 

Chief Justice John Roberts, in the majority opinion, add that
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2018 Supreme Court Decisions

• South Dakota v. Wayfair (decided 6/21/2018)

• The Justices considered if taxes must be paid on Internet product sales. 

Not all states require consumers to pay taxes on Internet sales. Big 

online retailers, like Amazon, do charge sales taxes, even though they 

don’t own a physical building in some states. State and local 

governments claim they are losing $13 billion annually in sales tax 

revenues from Internet businesses. Those Internet businesses believe a 

1992 Supreme Court decision, Quill Corp. v. Heitkamp, supports an 

argument that states can’t force sales or use taxes on businesses that 

lack a physical presence in a state, and Congress is the best place to 

decide such taxing disputes.
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2018 Supreme Court Decisions
• Trump v. Hawaii (decided 6/26/2018)

• The Supreme Court considered the state of Hawaii’s claim that President 

Donald Trump imposed an unconstitutional “Muslim ban” when he ordered 

strict new limits on entry into the U.S. by foreign nationals from six nations 

with Muslim-majority populations and if the Trump order issued in 

September was illegal under federal immigration laws or federal 

procedural rules.

• In a 5-4 decision, Chief Justice John Roberts upheld Trump's order 

barring most foreign travelers from five Mideast nations with mostly 

Muslim populations. “The admission and exclusion of foreign nationals is 

a fundamental sovereign attribute exercised by the government’s political 

departments largely immune from judicial control,” Roberts said. The 

decision also rejected a claim that the presidential order was a “Muslim 

ban” that unconstitutionally discriminated on the basis of religion.
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Basic Hierarchy U. S. Law
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Areas of Law in the U. S.

• Because of the complexity of U.S. state and federal law 

most lawyers become specialist in one or several areas of 

practice. Although are a significant number of general 

practitioners in the country when presented a new or 

significant legal issue they will seek the assistance of an 

attorney with special expertise. Some states provided 

certification of specialists. Also some states and federal 

courts require special qualifications for trial attorneys.
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Areas of Law in the U. S.

• By area of study and practice

• Administrative law

• Advertising law

• Admiralty law

• Agency law

• Alcohol law

• Alternative dispute resolution

• Animal law

• Antitrust law (or competition law)

• Appellate practice

• Art law (or art and culture law)

• Aviation law

• Banking law

• Bankruptcy law (creditor debtor rights law or insolvency and 
reorganization law)

• Bioethics
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Areas of Law in the U. S.

• By area of study and practice

• Business law (or commercial law); commercial litigation

• Business organizations law (or companies law)

• Civil law or common law

• Class action litigation/Mass tort litigation

• Common Interest Development law

• Communications law

• Computer law

• Conflict of law (or private international law)

• Constitutional law

• Construction law

• Consumer law

• Contract law

• Copyright law

• Corporate law (or company law), also corporate compliance law and 
corporate governance law
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Areas of Law in the U. S.
• By area of study and practice

• Criminal law

• Cryptography law

• Cultural property law

• Custom (law)

• Cyber law

• Defamation

• Derivatives and futures law

• Drug control law

• Ecclesiastical law (or Canon law)

• Elder law

• Employee benefits law (ERISA)

• Employment law

• Energy law

• Entertainment law

• Environmental law

• Equipment finance law

• Family law

• FDA law
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Areas of Law in the U. S.
• By area of study and practice

• Financial services regulation law

• Firearm law

• Food law

• Franchise law

• Gaming law

• Health and safety law

• Health law

• HOA law

• Immigration law

• Insurance law

• Intellectual property law

• International law

• International human rights law

• International trade and finance law

• Internet law

• Juvenile law

• Labour law (or Labor law)

• Land use & zoning law

• Litigation
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Areas of Law in the U. S.
• By area of study and practice

• Private equity law

• Private funds law / Hedge funds law

• Procedural law

• Product liability litigation

• Property law

• Public health law

• Public International Law

• Railway law

• Real estate law

• Securities law / Capital markets law

• Social Security disability law

• Space law

• Sports law
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Areas of Law in the U. S.
• By area of study and practice

• Sports law

• Statutory law

• Tax law

• Technology law

• Timber law

• Tort law

• Trademark law

• Transport law / Transportation law

• Trusts & estates law

• Utilities Regulation

• Venture capital law

• Water law
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Civil Rights

• Civil rights laws guarantee rights for individuals to receive equal 
treatment and prohibits discrimination in a number of settings, 
including education, employment, housing, lending, voting, and 
more. Although the U. S. fails in may ways to live up to the ideal of 
the Declaration of Independence that “All men are created equal”, 
the majority of our citizens support that goal  Below is a list of 
federal civil rights laws. 
• Age Discrimination Act of 1975 Prohibits discrimination on the basis of 

age in programs or activities receiving federal financial assistance. 

• Age Discrimination in Employment Act (ADEA) Prohibits employers from 
discriminating against workers and applicants who are 40 years of age and 
older, based on their age. 

• Air Carrier Access Act of 1986 (ACAA) Prohibits discrimination against 
individuals with disabilities in the provision of (including access to) air 
transportation. 

• Americans with Disabilities Act (ADA) Protects persons with disabilities 
from discrimination in many aspects of life, including employment, 
education, and access to public accommodations.
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List of Federal Civil Rights Laws

• Architectural Barriers Act of 1968 Requires that buildings and facilities designed, 
constructed, altered, or leased with certain federal funds after September 1969 must be 
accessible to and useable by handicapped persons.

• Civil Rights Act of 1964 Prohibits employment discrimination based on race, color, 
religion, sex, and national origin.

• Civil Rights Act of 1991 (Intentional Employment Discrimination) To amend the Civil 
Rights Act of 1964 to strengthen and improve Federal civil rights laws, to provide for 
damages in cases of intentional employment discrimination, to clarify provisions 
regarding disparate impact actions, and for other purposes.

• Civil Rights of Institutionalized Persons Act Protecting persons in institutions 
(including residents in government-run nursing homes, and prisoners) from 
unconstitutional conditions.

• Disaster Relief and Emergency Assistance Act Provides for equitable and impartial 
relief operations, without discrimination on the grounds of race, color, religion, 
nationality, sex, age, or economic status.

• The Equal Credit Opportunity Act (ECOA) Prohibits creditors from discriminating 
against credit applicants on the basis of race, color, religion, national origin, sex, marital 
status, age, or because an applicant receives income from a public assistance program.

• Equal Pay Act of 1963 Requires that employers pay all employees equally for equal 
work, regardless of whether the employees are male or female.

• Fair Housing Act (FHA) Prohibits discrimination in the sale, rental, and financing of 
housing based on race, color, national origin, religion, sex, familial status, and disability.
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List of Federal Civil Rights Laws

• Family and Medical Leave Act (FMLA) Gives employees the right to take time 
off from work in order to care for a newborn (or recently adopted) child, or to 
look after an ill family member.

• Individuals with Disabilities Education Act (IDEA) Ensuring that the rights of 
students with disabilities are protected, and that all children with disabilities have 
available to them a free appropriate public education.

• National Voter Registration Act (NVRA) Establishes procedures to increase 
the number of eligible citizens who register to vote in elections for national office.

• Older Workers' Benefit Protection Act Clarifies the protections given to older 
individuals in regard to employee benefit plans.

• Pregnancy Discrimination Act Prohibits employment discrimination against 
female workers who are (or intend to become) pregnant -- including 
discrimination in hiring, failure to promote, and wrongful termination.

• Rehabilitation Act of 1973 Protects disabled individuals from discrimination by 
employers and organizations that receive federal financial assistance.

• Religious Land Use and Institutionalized Persons Act (RLUIPA) Protect 
individuals, houses of worship, and other religious institutions from 
discrimination in zoning and landmarking laws; also protects the religious 
exercise of inmates and other persons confined to certain institutions.
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List of Civil Rights Laws
• Title IX of the Education Amendments of 1972 Prohibits sex 

discrimination in education programs that receive federal funds, to 
increase educational and athletic opportunities for females in schools and 
colleges nationwide.

• U.S. Code Title 42, Chapter 21 -- Civil Rights Title 42, Chapter 21 of 
the U.S. Code prohibits discrimination against persons based on age, 
disability, gender, race, national origin, and religion (among other things) in 
a number of settings -- including education, employment, access to 
businesses and buildings, federal services, and more. Chapter 21 is where 
a number of federal acts related to civil rights have been codified --
including the Civil Rights Act of 1866, Civil Rights Act of 1964, and the 
Civil Rights of Institutionalized Persons Act.

• The U.S. Constitution | Articles | Amendments The U.S. Constitution, 
ratified in 1789, outlines the role and operation of government in the 
United States. Includes links to all articles and amendments, with 
annotations.

• Voting Rights Act of 1965 (VRA) Prohibits the denial or restriction of the 
right to vote, and forbids discriminatory voting practices nationwide.
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Common Forms of Businesses 

Organizations in the U. S.: 

• Sole Proprietorships

• Partnerships

• Corporations

• Limited Liability Companies (LLC)

• Subchapter S Corporations (S Corporations)
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State vs. Federal Business Organization

• While state law controls the formation of your business, 

federal tax law controls how a business is taxed. All 

businesses must file an annual return. The form you use 

depends on how your business is organized. 

• The answer to the question "What structure makes the 

most sense?" depends on the individual circumstances of 

each business owner. One form is not necessarily better 

than any other. Each business owner must assess their 

own needs. Here is a brief look at the various business 

forms. 
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Sole Proprietorship 
• A sole proprietorship is the most common form of business 

organization. It's easy to form and offers complete control to 
the owner. But the business owner is also personally 
liable for all financial obligations and debts of the business. 

• Your net business income or loss is combined with your 
other income (other income could be your salary if you also 
work for someone else, or your investments) and 
deductions and taxed at individual rates on your personal 
tax return. 

• Sole proprietors do not have taxes withheld from their 
business income so you may need to make quarterly 
estimated tax payments. You generally have to make 
estimated tax payments if you expect to owe tax of $1,000 
or more when you file your return. Use Form 1040-ES, 
Estimated Tax for Individuals, to figure and pay your 
estimated tax. 
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Partnership 

• A partnership is the relationship existing between two or 
more persons who join to carry on a trade or business. 
Each person contributes money, property, labor or skill, 
and expects to share in the profits and losses of the 
business. 

• Each partner reports his share of the partnership net 
profit or loss on his personal tax return. Partners must 
report their share of partnership income even if a 
distribution is not made. 

• Partners are not employees of the partnership and so 
taxes are not withheld from any distributions. Like sole 
proprietors, they generally need to make quarterly 
estimated tax payments if they expect to make a profit. 
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Corporation 

• A corporate structure is more complex than other business structures. It 
requires complying with more regulations and tax requirements. 

• Corporations are formed under the laws of each state and are subject to 
corporate income tax at the federal and state level. In addition, any 
earnings distributed to shareholders in the form of dividends are taxed at 
the individual tax rates on their personal annual tax returns. 

• The corporation becomes an entity that handles the responsibilities of 
the business. Like a person, the corporation can be taxed and can be 
held legally liable for its actions. If you organize your business as a 
corporation, you are generally not personally liable for the debts of the 
corporation. (Exceptions may exist under state law.) 

• Corporations may be privately held or publicly held. Publicly held 
corporations are subject to regulation by the Securities and Exchange 
Commission (SEC). Violations of securities laws may subject the violator 
to civil and criminal penalties.
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Limited Liability Company 

• A Limited Liability Company (LLC) is a relatively new 

business structure allowed by state statute. 

• LLCs are popular because, similar to a corporation, 

owners have limited personal liability for the debts and 

actions of the LLC. Other features of LLCs are more like a 

partnership, providing management flexibility and the 

benefit of pass-through taxation. 

• Owners of an LLC are called members. Since most states 

do not restrict ownership, members may include 

individuals, corporations, other LLCs and foreign entities. 

Most states also permit "single member" LLCs, those 

having only one owner. 
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Subchapter S Corporation 

• The Subchapter S Corporation is a variation of the 

standard corporation. The S corporation allows income or 

losses to be passed through to individual tax returns, 

similar to a partnership. 

• Generally, an S corporation is exempt from federal income 

tax other than tax on certain capital gains and passive 

income. 
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Regulations 

• Regulations are issued by U.S. Federal government 

Departments and Agencies to interpret and implement 

laws passed by Congress. When Congress passes a law 

directing an agency to perform an action, the Department 

may issue a regulation further interpreting the language in 

the law. Not all laws require regulations. Agencies 

generally can issue, modify, or amend regulations without 

seeking additional action from Congress. 
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Regulations

• For more information on when issuing regulations is 

necessary, please see The Administrative Procedure Act 

(5 U.S.C. 552).

• Issuing a regulation requires several steps: 

• First, the agency publishes a proposed regulation in the Federal 

Register for public comment, so that any member of the public can 

suggest changes or ask questions for clarification.

• Second, after the comment period closes, the agency considers 

comments and questions it received, and makes changes to the 

proposed regulation as it thinks necessary to address the 

comments and questions submitted.

• Finally, once those changes are made, the agency publishes the 

final regulation in the Federal Register. 
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Regulations

• The final published regulation holds the force and effect of 

law, and establishes requirements. If an agency wants to 

update or change a regulation, it must go through the 

steps above to do so. Some agencies might have 

additional steps for issuing a regulation. Agencies may 

issue an interim regulation or more than one proposed 

version of a regulation, but all agencies must go through 

these basic steps to publish a regulation.

• An impacted person may challenge a federal regulation in 

Federal Court
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Deference by Courts.

• The term Chevron doctrine comes from the case Chevron 

U.S.A. Inc. v. Natural Resources Defense Council, Inc., 

467 U.S. 837 (1984). It refers to a defense invoked by a 

government agency allowing the court to show deference 

to the agency's interpretation of a law the it administers. It 

basically says that if Congress hasn't addressed the 

matter, the agency's interpretation of a regulation or 

statute it administers is permissible it should be deferred 

to.
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Environmental Laws & Regulations

• Notwithstanding early analogues, the concept of 
"environmental law" as a separate and distinct body of law is a 
twentieth-century development. The recognition that the natural 
environment was fragile and in need of special legal 
protections, the translation of that recognition into legal 
structures, the development of those structures into a larger 
body of "environmental law," and the strong influence of 
environmental law on natural resource laws, did not occur until 
about the 1960s. At that time, numerous influences - including 
a growing awareness of the unity and fragility of the biosphere; 
increased public concern over the impact of industrial activity 
on natural resources and human health; the increasing strength 
of the regulatory state; and more broadly the advent and 
success of environmentalism as a political movement -
coalesced to produce a huge new body of law in a relatively 
short period of time. 
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Environmental Laws & Regulations

• While the modern history of environmental law is one of 

continuing controversy, by the end of the twentieth century 

environmental law had been established as a component 

of the legal landscape in all developed nations of the 

world, many developing ones, and the larger project of 

international law. In the U.S. the Environmental Protection 

Agency (EPA) regulates environmental issues.
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Environmental Laws & Regulations

• Pollution Control

• Air quality

• Water Quality Law 

• Waste Management,  A landfill. 

• Contaminant Cleanup, Oil spill cleanup.

• Chemical Safety

• Resource Sustainability

• Water Resources

• Mineral Resources

• Forest Resources

• Wildlife and Plants

• Fish and Game
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Principles

• Environmental law has developed in response to 

emerging awareness of and concern over issues 

impacting the entire world. While laws have developed 

piecemeal and for a variety of reasons, some effort has 

gone into identifying key concepts and guiding principles 

common to environmental law as a whole. The principles 

discussed below are not an exhaustive list and are not 

universally recognized or accepted. Nonetheless, they 

represent important principles for the understanding of 

environmental law around the world.
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Sustainable development

• Defined by the United Nations Environment Programme

as "development that meets the needs of the present 

without compromising the ability of future generations to 

meet their own needs," sustainable development may be 

considered together with the concepts of "integration" 

(development cannot be considered in isolation from 

sustainability) and "interdependence" (social and 

economic development, and environmental protection, are 

interdependent). Laws mandating environmental impact 

assessment and requiring or encouraging development to 

minimize environmental impacts may be assessed 

against this principle.
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Equity

• Defined by UNEP to include intergenerational equity - "the 

right of future generations to enjoy a fair level of the 

common patrimony" - and intragenerational equity - "the 

right of all people within the current generation to fair 

access to the current generation's entitlement to the 

Earth's natural resources" - environmental equity 

considers the present generation under an obligation to 

account for long-term impacts of activities, and to act to 

sustain the global environment and resource base for 

future generations. Pollution control and resource 

management laws may be assessed against this 

principle.
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Transboundary Responsibility

• Defined in the international law context as an obligation to 

protect one's own environment, and to prevent damage to 

neighboring environments, UNEP considers 

transboundary responsibility at the international level as a 

potential limitation on the rights of the sovereign 

stateLaws that act to limit externalities imposed upon 

human health and the environment may be assessed 

against this principle.
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Polluter Pays Principle

• The polluter pays principle stands for the idea that "the 

environmental costs of economic activities, including the 

cost of preventing potential harm, should be internalized 

rather than imposed upon society at large." All issues 

related to responsibility for cost for environmental 

remediation and compliance with pollution control 

regulations involve this principle.

• The U. S follows this principle but also has created a 

Super Fund to cleanup where the polluter is no longer 

available to pay the costs
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Current Environmental Developments 

• Under the current president:

• The U. S. has withdrawn from the world climate change agreement

• Many environmental regulations have been weakened on the 

believe that they hinder companies and are a drag on our economy

• The head of the Environmental Protection Agency has been forced 

to resign because on multiple charges of corruption

• Auto emission standards have been substantially weakened

• There are initiatives to open many protected wildlife areas to oil 

drilling, timber harvesting and mining
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U.S.  Department of Labor

• The Department of Labor (DOL) administers and enforces 

more than 180 federal laws. These mandates and the 

regulations that implement them cover many workplace 

activities for about 10 million employers and 125 million 

workers.

• Rulemaking and Regulations provides brief descriptions 

of and links to various sources of information on DOL's 

rulemaking activities and regulations.

Robert E. McKenzie 312.876.6927 181



U.S.  Department of Labor

• Duties:

• Wages & Hours

• Workplace Safety & Health

• Workers' Compensation

• Employee Benefit Security

• Unions & Their Members

• Employee Protection

• Uniformed Services Employment and Reemployment Rights 

Act

• Employee Polygraph Protection Act

• Garnishment of Wages

• The Family and Medical Leave Act

• Veterans' Preference
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U.S.  Department of Labor
• Duties:

• Government Contracts, Grants, or Financial Aid

• The Davis-Bacon Act, which requires payment of prevailing wages and 
benefits to employees of contractors engaged in federal government 
construction projects;

• The McNamara-O'Hara Service Contract Act, which sets wage rates and other 
labor standards for employees of contractors furnishing services to the federal 
government;

• The Walsh-Healey Public Contracts Act, which requires payment of minimum 
wages and other labor standards by contractors providing materials and 
supplies to the federal government.

• Migrant & Seasonal Agricultural Workers

• Mine Safety & Health

• Construction

• Transportation

• Plant Closings & Layoffs

• Posters
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U.S.  Department of Labor

• Related Agencies:

• Equal Employment Opportunity Commission (EEOC).

• National Labor Relations Board (NLRB).
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Food and Drug Administration
• (FDA or USFDA) is a federal agency of the United States Department of 

Health and Human Services, one of the United States federal executive 
departments. The FDA is responsible for protecting and promoting public 
health through the control and supervision of food safety, tobacco products, 
dietary supplements, prescription and over-the-counter pharmaceutical 
drugs (medications), vaccines, biopharmaceuticals, blood transfusions, 
medical devices, electromagnetic radiation emitting devices (ERED), 
cosmetics, animal foods & feed and veterinary products. As of 2017, 3/4th 
of the FDA budget (approximately $700 million) is funded by the 
pharmaceutical companies due to the Prescription Drug User Fee Act.

• The FDA was empowered by the United States Congress to enforce the 
Federal Food, Drug, and Cosmetic Act, which serves as the primary focus 
for the Agency; the FDA also enforces other laws, notably Section 361 of 
the Public Health Service Act and associated regulations, many of which 
are not directly related to food or drugs. These include regulating lasers, 
cellular phones, condoms and control of disease on products ranging from 
certain household pets to sperm donation for assisted reproduction.
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U. S. Consumer Protection

• In the United States a variety of laws at both the federal 
and state levels regulate consumer affairs. Among them 
are the federal Federal Food, Drug, and Cosmetic Act, 
Fair Debt Collection Practices Act, the Fair Credit 
Reporting Act, Truth in Lending Act, Fair Credit Billing Act, 
and the Gramm–Leach–Bliley Act. Federal consumer 
protection laws are mainly enforced by the Federal Trade 
Commission, the Consumer Financial Protection Bureau, 
the Food and Drug Administration, and the U.S. 
Department of Justice.

• At the state level, many states have adopted the Uniform 
Deceptive Trade Practices Act including, but not limited to, 
Delaware, Illinois, Maine, and Nebraska.
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State Consumer Protections

• Also, the majority of states have a Department of Consumer Affairs 
devoted to regulating certain industries and protecting consumers 
who use goods and services from those industries. For example, in 
California, the California Department of Consumer Affairs regulates 
about 2.3 million professionals in over 230 different professions, 
through its forty regulatory entities. In addition, California encourages 
its consumers to act as private attorneys general through the liberal 
provisions of its Consumers Legal Remedies Act.

• California has the strongest consumer protection laws of any US 
state, partly because of rigorous advocacy and lobbying by groups 
such as Utility Consumers' Action Network, Consumer Federation of 
California, and Privacy Rights Clearinghouse. For example, California 
provides for "cooling off" periods giving consumers the right to cancel 
contracts within a certain time period for several specified types of 
transactions, such as home secured transactions, and warranty and 
repair services contracts.
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State Consumer Protections

• Other states have been the leaders in specific aspects of 

consumer protection. For example, Florida, Delaware, 

and Minnesota have legislated requirements that 

contracts be written at reasonable readability levels as a 

large proportion of contracts cannot be understood by 

most consumers who sign them.
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Uniform Commercial Code (UCC)

• The Uniform Commercial Code (UCC), first published in 

1952, is one of a number of uniform acts that have been 

put into law with the goal of harmonizing the law of sales 

and other commercial transactions across the United 

States of America (U.S.) through UCC adoption by all 50 

states, the District of Columbia, and the U.S. territories.
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UCC

• While largely successful at achieving uniformity, some U.S. 

jurisdictions (e.g., Louisiana and Puerto Rico) have not 

adopted all of the articles contained in the UCC, while other 

U.S. jurisdictions (e.g., American Samoa) have not adopted 

any articles in the UCC. Also, adoption of the UCC often varies 

from one U.S. jurisdiction to another. Sometimes this variation 

is due to alternative language found in the official UCC itself. At 

other times, adoption of different revisions to the official UCC 

contributes to further variation. Additionally, some jurisdictions 

deviate from the official UCC by tailoring the language to meet 

their unique needs and preferences. Lastly, even identical 

language adopted by any two U.S. jurisdictions may 

nonetheless be subject to different statutory interpretation 

by each jurisdiction's courts.
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UCC

ART. TITLE CONTENTS

1 General Provisions
Definitions, rules

of interpretation

2 Sales Sales of goods

2A Leases Leases of goods

3 Negotiable Instruments

Promissory

notes and drafts (commer

cial paper)

4
Bank Deposits and

Collections

Banks and banking,

check collection process

4A Funds Transfers
Transfers of money

between banks
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UCC

ART. TITLE CONTENTS

5 Letters of Credit
Transactions involving

letters of credit

6
Bulk Transfers and

Bulk Sales
Auctions and liquidations

of assets

7

Warehouse Receipts,

Bills of Lading and

Other Documents of

Title

Storage

and bailment of goods

8 Investment Securities
Securities and

financial assets

9
Secured

Transactions

Transactions secured

by security interests
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Article 2

• Deals with Sales, and Article 2A Deals with Leases.

• Contract formation

• Firm offers (offers by USAUS Inc to buy or sell goods and 

promising to keep the offer open for a period of time) are valid 

without consideration if signed by the offeror, and are 

irrevocable for the time stated on the Purchase Order(but no 

longer than 3 months), or, if no time is stated, for a reasonable 

time.

• Offer to buy goods for "prompt shipment" invites acceptance by 

either prompt shipment or a prompt promise to ship. Therefore, 

this offer is not strictly unilateral. However, this "acceptance by 

performance" does not even have to be by conforming goods, 

(for example, incomplete sets).
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Article 2

• Consideration—modifications without consideration may 

be acceptable in a contract for the sale of goods.

• Failure to state price—In a contract for the sale of 

goods, the failure to state a price will not prevent the 

formation of a contract if the parties' original intent was to 

form a contract. A reasonable price will be determined by 

the court.

• Assignments—a requirements contract can be assigned, 

provided the quantity required by the assignee is not 

unreasonably disproportionate to original quantity.
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Contract repudiation and breach
• Nonconforming goods—If non-conforming goods are sent with a note 

of accommodation, such tender is construed as a counteroffer, and if 
accepted, forms a new contract and binds buyer at previous contract 
price. If seller refuses to conform and buyer does not accept, the buyer 
must return all non conforming goods at sellers expense within thirty 
days of receipt.

• Perfect tender—The buyer however does have a right of "perfect 
tender" and can accept all, reject all, or accept conforming goods and 
reject the rest; within a reasonable time after delivery but before 
acceptance, he must notify the seller of the rejection. If the buyer does 
not give a specific reason (defect), he cannot rely on the reason later, in 
legal proceedings. (akin to the cure before cover rationale). Also, the 
contract is not breached per se if the seller delivered the non-conforming 
goods, however offensive, before the date of performance has hit.

• "Reasonable time/good faith", four weeks minimum lead time, 
standard—Such standard is required from a party to a contract indefinite 
as to time, or made indefinite by waiver of original provisions.

• Requirements/Output contracts—The UCC provides protection against 
disproportionate demands, but must meet the "good faith" requirement.

• Reasonable grounds for insecurity—In a situation with a threat of non-
performance, the other part may suspend its own performance and 
demand assurances in writing. If assurance not provided "within a 
reasonable time not exceeding 30 days," the contract is repudiated.
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Battle of the Forms
• Battle of forms—New terms will be incorporated into the agreement 

unless:
• 1) offer limited to its own terms, 

• 2) materially alter original terms (limit liability etc.),  

• 3) first party objects to new terms in a timely manner, or first party has already objected 
to new terms.  

• Look at what the item is to determine whether the new terms "materially 
alter" the original offer. (delay in delivery of nails not the same as for fish).

• Battle of forms—A written confirmation of an offer sent within a reasonable 
time operates as an acceptance even though it states terms additional 
terms to or different from those offered, unless acceptance is expressly 
made conditional to the additions.

• Statute of frauds as applicable to the sale of goods—The actual contract 
does not need to be in writing. Just some note or memo must be in writing 
and signed. However, the UCC exception to the signature requirement is 
where written confirmation is received and not objected to within 10 days.

• Cure/cover—Buyer must give seller time to cure the defective shipment 
before seeking cover

• FOB place of business—The seller assumes risk of loss until goods are 
placed on a carrier.

• FOB destination: seller risks loss until shipment arrives at destination. If 
the contract leaves out the delivery place, it is the seller's place of business.
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Battle of the Forms
• Reclamation—Successful reclamation of goods excludes all other 

remedies with respect to the goods. A seller can reclaim goods upon 
demand within 20 days after buyer receives them if the seller discovers 
that the buyer received the goods while insolvent.

• Rightfully rejected goods—A merchant buyer may follow reasonable 
instructions of the seller to reject the goods. If no such instructions are 
given, the buyer make a reasonable effort to sell them, and the 
buyer/bailee entitled to 10% of the gross proceeds.

• Implied warranty of fitness—Implied warranty of fitness arises when 
the seller knows the buyer is relying upon the seller's expertise in 
choosing goods. Implied warranty of merchantability: every sale of 
goods fit for ordinary purposes. Express warranties: arise from any 
statement of fact of promise.

• UCC damages for repudiating/breaching seller—Difference between 
1) the market price when the buyer learned of breach and the 2) contract 
price 3) plus incidental damages. An aggrieved seller simply suing for 
the contract price is economically inefficient.

• Specially manufactured goods—Specially manufactured goods are 
exempt from statute of frauds where manufacturer has made a 
"substantial beginning" or "commitments for the procurement" of 
supplies.
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Article 9
• Article 9 governs security interests in personal property as 

collateral to secure a debt. A creditor with a security interest 

is called a secured party.

• Fundamental concepts under Article 9 include how a 

security interest is created (called attachment); how to give 

notice of a security interest to the public, which makes the 

security interest enforceable against others who may claim 

an interest in the collateral (called perfection); when 

multiple claims to the same collateral exist, determining 

which interests prevail over others (called priority); and 

what remedies a secured party has if the debtor defaults in 

payment or performance of the secured obligation.

• Article 9 does not govern security interests in real property, 

except fixtures to real property. 
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Bankruptcy OVERVIEW

• Types of Bankruptcies

• Chapter 12.  Under Chapter 12, eligible farmers pay 
part or all of their debts over a three to five year period. 
The debtor receives a discharge from debts provided 
for in the plan or disallowed under §502, subject to the 
exceptions in §523, either upon completion of 
payments under the plan or upon receiving a 
"hardship" discharge. §1228(a) and (b).

• Chapter 11.  In Chapter 11, the debtor proposes a 
reorganization plan and seeks approval of creditors. 
Confirmation of the plan discharges the debtor from 
debts arising prior to confirmation, except as provided 
in the plan or confirmation order, subject to the 
exceptions in §523.1141(d).

•
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Bankruptcy OVERVIEW

• Types of Bankruptcies

• Chapter 7. In a Chapter 7 bankruptcy, all of the debtor's 
nonexempt property is liquidated and the proceeds distributed to 
creditors. Individual debtors receive a discharge of personal 
liability for pre-petition debts, subject to exceptions in §523, 
whether or not a proof of claim was filed or the debt was allowed 
under §502.727(b).

• Chapter 13. Under Chapter 13, eligible individuals pay part or all 
of their debts over a three to five year period. The discharge in 
Chapter 13 applies to debts provided for in the plan or disallowed 
under §502. A "hardship" discharge under §1328(b) is subject to 
all of the exceptions in §523. A discharge under §1328(a) for a 
debtor who completes all payments under the plan is subject to a 
few of the exceptions in §523, but not the exceptions in 
§523(a)(1) and (7) for taxes and penalties.

•
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Bankruptcy OVERVIEW

• Plain Language Practice Tip!  How to remember 
what the categories mean:
• Chapter 7 They take your stuff and discharge most 

debts.

• Chapter 13 You keep your stuff but must pay payments 
for 3-5 years when you get a discharge. (Only for 
individuals and there are dollar limitations on debt.)

• Chapter 11 You keep your stuff and must make 
payments Taxes must be paid within 5 years. Used by 
individuals in big debt and companies. (Very high legal 
fees and other costs.)

• Chapter 12 Farmers.  Enough said.

•
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The Bankruptcy Abuse Prevention and Consumer Protection Act (BAPCPA) of 2005

• 2005, BAPCPA became law, making fundamental changes to our 
consumer bankruptcy system. Most of BAPCPA's provisions 
became effective 180 days after the bill was signed into law, or 
October 17, 2005. The BAPCPA provides that: 
• Debtors filing under Chapters 7, 11, 12, and 13 of the Bankruptcy Code 

must file all applicable federal, state, and local tax returns that become due 
after a case commences. Failure to file tax returns timely or obtain an 
extension can cause a bankruptcy petition to be converted to another 
Chapter or dismissed. In Chapter 13 cases, the debtor must file all required 
tax returns for tax periods ending within 4 years of filing the bankruptcy 
petition. 

• The confirmation of a plan under Chapter 11 does not discharge a corporate 
debtor from tax debts for which the debtor filed a fraudulent return or willfully 
attempted to evade or defeat tax. 

• In Chapter 11 cases of individuals, wages and income from self-employment 
earned during the bankruptcy case are property of the estate. Income that is 
property of the estate should be reported on the bankruptcy estate's tax 
return. 

• Withheld taxes, taxes for which a return was not filed, taxes for which a 
return was untimely filed within 2 years of the bankruptcy, and taxes that the 
taxpayer attempted to evade or defeat are now excepted from the Chapter 
13 discharge. 
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Modern Competition Law

• While the development of competition law stalled in 

Europe during the late 19th century, in 1889 Canada 

enacted what is considered the first competition statute of 

modern times. The Act for the Prevention and 

Suppression of Combinations formed in restraint of Trade 

was passed one year before the United States enacted 

the most famous legal statute on competition law, the 

Sherman Act of 1890. It was named after Senator John 

Sherman who argued that the Act "does not announce a 

new principle of law, but applies old and well recognized 

principles of common law."
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United States Antitrust

• The Sherman Act of 1890 attempted to outlaw the restriction of 
competition by large companies, who co-operated with rivals to fix 
outputs, prices and market shares, initially through pools and later 
through trusts. Trusts first appeared in the US railroads, where the 
capital requirement of railroad construction precluded competitive 
services in then scarcely settled territories. 

• This trust allowed railroads to discriminate on rates imposed and 
services provided to consumers and businesses and to destroy 
potential competitors. Different trusts could be dominant in different 
industries. 

• The Standard Oil Company trust in the 1880s controlled a number of 
markets, including the market in fuel oil, lead and whiskey. Vast 
numbers of citizens became sufficiently aware and publicly concerned 
about how the trusts negatively impacted them that the Act became a 
priority for both major parties. 

• A primary concern of this act is that competitive markets themselves 
should provide the primary regulation of prices, outputs, interests and 
profits. Instead, the Act outlawed anticompetitive practices, codifying 
the common law restraint of trade doctrine. 
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Sherman Act
• Section 1 of the Sherman Act declared illegal "every contract, in the form of 

trust or otherwise, or conspiracy, in restraint of trade or commerce among 
the several States, or with foreign nations." 

• Section 2 prohibits monopolies, or attempts and conspiracies to 
monopolize. Following the enactment in 1890 US court applies these 
principles to business and markets. 

• Courts applied the Act without consistent economic analysis until 1914, 
when it was complemented by the Clayton Act which specifically prohibited 
exclusive dealing agreements, particularly tying agreements and 
interlocking directorates, and mergers achieved by purchasing stock. 

• From 1915 onwards the rule of reason analysis was frequently applied by 
courts to competition cases. However, the period was characterized by the 
lack of competition law enforcement. 

• From 1936 to 1972 courts' application of anti-trust law was dominated by 
the structure-conduct-performance paradigm of the Harvard School. 

• From 1973 to 1991, the enforcement of anti-trust law was based on 
efficiency explanations as the Chicago School became dominant, and 
through legal writings such as Judge Robert Bork's book The Antitrust 
Paradox. 

• Since 1992 game theory has frequently been used in anti-trust cases.
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Dominance and Monopoly

• When firms hold large market shares, consumers risk paying 

higher prices and getting lower quality products than 

compared to competitive markets. However, the existence of a 

very high market share does not always mean consumers are 

paying excessive prices since the threat of new entrants to the 

market can restrain a high-market-share firm's price increases. 

Competition law does not make merely having a monopoly 

illegal, but rather abusing the power that a monopoly may 

confer, for instance through exclusionary practices.
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Dominance and Monopoly

• First it is necessary to determine whether a firm is dominant, or whether it 
behaves "to an appreciable extent independently of its competitors, 
customers and ultimately of its consumer." Under EU law, very large market 
shares raise a presumption that a firm is dominant, which may be 
rebuttable. If a firm has a dominant position, then there is "a special 
responsibility not to allow its conduct to impair competition on the common 
market."Similarly as with collusive conduct, market shares are determined 
with reference to the particular market in which the firm and product in 
question is sold. Then although the lists are seldom closed, certain 
categories of abusive conduct are usually prohibited under the country's 
legislation.

• For instance, limiting production at a shipping port by refusing to raise 
expenditure and update technology could be abusive. Tying one product 
into the sale of another can be considered abuse too, being restrictive of 
consumer choice and depriving competitors of outlets. This was the alleged 
case in Microsoft v. Commission leading to an eventual fine of million for 
including its Windows Media Player with the Microsoft Windows platform. A 
refusal to supply a facility which is essential for all businesses attempting to 
compete to use can constitute an abuse. 
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Mergers and Acquisitions

• A merger or acquisition involves, from a competition law perspective, the 
concentration of economic power in the hands of fewer than before. This usually 
means that one firm buys out the shares of another. The reasons for oversight of 
economic concentrations by the state are the same as the reasons to restrict 
firms who abuse a position of dominance, only that regulation of mergers and 
acquisitions attempts to deal with the problem before it arises, ex ante prevention 
of market dominance. 

• In the U S merger regulation began under the Clayton Act, and in the European 
Union, under the Merger Regulation 139/2004 (known as the "ECMR").

• Competition law requires that firms proposing to merge gain authorization from 
the relevant government authority. The theory behind mergers is that transaction 
costs can be reduced compared to operating on an open market through bilateral 
contracts. Concentrations can increase economies of scale and scope. However 
often firms take advantage of their increase in market power, their increased 
market share and decreased number of competitors, which can adversely affect 
the deal that consumers get. Merger control is about predicting what the market 
might be like, not knowing and making a judgment. Hence the central provision 
under EU law asks whether a concentration would, if it went ahead, "significantly 
impede effective competition... in particular as a result of the creation or 
strengthening off a dominant position..." and the corresponding provision under 
US antitrust states similarly,
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Intellectual Property, Innovation and Competition

• Competition law has become increasingly intertwined with 
intellectual property, such as copyright, trademarks, patents, 
industrial design rights and in some jurisdictions trade secrets. It is 
believed that promotion of innovation through enforcement of 
intellectual property rights may promote as well as limit 
competitiveness. The question rests on whether it is legal to acquire 
monopoly through accumulation of intellectual property rights. In 
which case, the judgment needs to decide between giving 
preference to intellectual property rights or to competitiveness:

• Should antitrust laws accord special treatment to intellectual property.

• Should intellectual rights be revoked or not granted when antitrust laws are 
violated.

• Concerns also arise over anti-competitive effects and consequences due to:

• Intellectual properties that are collaboratively designed with consequence of 
violating antitrust laws (intentionally or otherwise).

• The further effects on competition when such properties are accepted into 
industry standards.
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Cross-Licensing of Intellectual Property

• Bundling of intellectual property rights to long term business 

transactions or agreements to extend the market 

exclusiveness of intellectual property rights beyond their 

statutory duration.

• Trade secrets, if they remain a secret, having an eternal 

length of life.

• Some scholars suggest that a prize instead of patent would 

solve the problem of deadweight loss, when innovators got 

their reward from the prize, provided by the government or 

non-profit organization, rather than directly selling to the 

market, see Millennium Prize Problems. However innovators 

may accept the prize only when it is at least as much as how 

much they earn from patent, which is a question difficult to 

determine.
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United States Criminal Law 

• The federal government and all the states rely on the following:

• Common law

• Common law is law developed by judges through legal opinions, as opposed to 

statutes adopted through the legislative process or regulations issued by the 

executive branch. A common law crime is thus a crime which was originally 

defined by judges. 

• Common law crimes no longer exist at the federal level, because of the U.S. 

Supreme Court's decision in United States v. Hudson and Goodwin, 11 U.S. 32 

(1812). The validity of common law crimes varies at the state level. Although 

most states have abolished common law crimes, some have enacted "reception" 

statutes recognizing common law crimes when no similar statutory crime exists.

• Statutes

• All 50 states have their own penal codes. Therefore, for any particular crime 

somewhere, it would be necessary to look it up in that jurisdiction. However, 

statutes derive from the common law. For example, if a state's murder statute 

does not define "human being," that state's courts will rely on the common-law 

definition.
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State vs. Federal Criminal Law

• The states, since they possess the police power, have the 

most general power to pass criminal laws in the United 

States. 

• The federal government, since it can only exercise those 

powers granted to it by the Constitution, can only pass 

criminal laws which are related to the powers granted to 

Congress. 

• For example, drug crimes, which comprise a large percentage of 

federal criminal cases, are subject to federal control because drugs are 

a commodity for which there is an interstate market, thus making 

controlled substances subject to regulation by Congress in the 

Controlled Substances Act which was passed under the authority of the 

Commerce Clause. 

• Gonzales v. Raich affirmed Congress's power to regulate drug 

possession under the Controlled Substances Act under the powers 

granted to it by the Commerce Clause.
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Criminal Law

• Theories of punishment

• An overarching concept in American criminal law is that people 

may not be punished for committing merely immoral or unethical 

acts. They can only be punished if that act has been announced 

beforehand as a crime.

• Burden of proof

• In the United States, the adversarial system is used. The 

prosecution must prove each element of the alleged crime beyond 

a reasonable doubt for conviction.

• Elements

• Crimes can generally be reduced to actus reus elements and mens

rea elements. Actus reus elements are elements which describe 

conduct. Mens rea elements are elements which identify a 

particular mental state.
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Criminal Law

• Malum in se (plural mala in se) is a Latin 

phrase meaning wrong or evil in itself. The phrase is used 

to refer to conduct assessed as sinful or inherently wrong 

by nature, independent of regulations governing the 

conduct. 

• It is distinguished from malum prohibitum, which is wrong 

only because it is prohibited.
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Criminal Law

• In the United States every person accused of a crime 
punishable by incarceration for more than six months has 
a constitutional right to a trial by jury, which arises in 
federal court from the Sixth Amendment, the Seventh 
Amendment, and Article Three of the United States 
Constitution, which states in part, "The Trial of all 
Crimes...shall be by Jury; and such Trial shall be held in 
the State where the said Crimes shall have been 
committed".

• Most states' constitutions also grant the right of trial by 
jury in lesser criminal matters, though most have 
eliminated that right in offenses punishable by fine only. 
The Supreme Court has ruled that if imprisonment is for 
six months or less, trial by jury is not required,[4] meaning 
a state may choose whether or not to permit trial by jury in 
such cases.
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Beyond a Reasonable Doubt

• The standard that must be met by the prosecution's evidence in a c
riminal prosecution: that no other logical explanation can 
be derived from the facts except that the defendant committed the
crime, thereby overcoming the presumption that a person 
is innocent until proven guilty.

• If the jurors or judge have no doubt as to the defendant's guilt, or if
their only doubts are unreasonable doubts, then the 
prosecutor has proven the defendant's guilt beyond a reasonable d
oubt and the defendant should be pronounced guilty.

• The term connotes that evidence establishes a particular point to a
moral certainty and that it is beyond dispute that any 

reasonable alternative is possible. It does not mean that no doubt
exists as to the accused's guilt, but only that no Reasonable 
Doubt is possible from the evidence presented.

• Beyond a reasonable doubt is the highest standard of proof that m
ust be met in any trial. In civil litigation, the standard of 
proof is either proof by a PREPONDERANCE OF THE EVIDENCE or proof
by clear and convincing evidence.

• Better that a guilty man go free than to jail an innocent man
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TAXATION
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2016 Individual Rates

Tax rate Single filers

Married filing

jointly or

qualifying

widow/widowe

r

Married filing

separately

Head of

household

10% Up to $9,275 Up to $18,550 Up to $9,275 Up to $13,250

15%
$9,276 to

$37,650

$18,551 to

$75,300

$9,276 to

$37,650

$13,251 to

$50,400

25%
$37,651 to

$91,150

$75,301 to

$151,900

$37,651 to

$75,950

$50,401 to

$130,150

28%
$91,151 to

$190,150

$151,901 to

$231,450

$75,951 to

$115,725

$130,151 to

$210,800

33%
$190,151 to

$413,350

$231,451 to

$413,350

$115,726 to

$206,675

$210,801 to

$413,350

35%
$413,351 to

$415,050

$413,351 to

$466,950

$206,676 to

$233,475

$413,351 to

$441,000
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2016 Standard Deduction

• The 2016 standard deduction amounts were as follows: 

Single or married filing separately: $6,300. Married filing 

jointly: $12,600. Head of household:$9,300.
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2016 Itemized Deductions

• As an alternative to standard deductions Americans could 

itemize their deduction and avoid taxes on certain items 

including:

• Unreimbursed business expenses

• Charitable contributions

• State & local taxes &

• Very large medical expenses
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Personal Exemptions

• The personal exemption amount for 2016 is $4,050, up 

from $4,000 in 2015. However, the exemption is subject to 

a phase-out that begins with adjusted gross incomes of 

$259,400 ($311,300 for married couples filing jointly). It 

phases out completely at $381,900 ($433,800 for married 

couples filing jointly.)
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Tax Cuts & Jobs  Act of 2015

• Dramatically cut taxes for the wealthy

• Dramatically cut the corporate tax rate

• Eliminated dependent exemptions in most cases

• Limited itemized deduction of state and local taxes

• Provided incentives & penalties to encourage large U. S. 

multi-national companies to repatriate profits held in other 

countries ( Apple, Google etc.)

• The law has dramatically increase the U. S. deficit 

with a projected increase of $1.3 trillion projected 
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2018 Tax Rated
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Rate Individuals Married Filing Jointly 

10% Up to $9,525 Up to $19,050 

12% $9,526 to $38,700 $19,051 to $77,400 

 22% 38,701 to $82,500 $77,401 to $165,000 

24% $82,501 to $157,500 $165,001 to $315,000 

32% $157,501 to $200,000 $315,001 to $400,000 

35% $200,001 to $500,000 $400,001 to $600,000 

37% over $500,000 over $600,000 

 



2018 Standard Deduction

• The standard deduction amounts increased to $12,000 

for individuals, $18,000 for heads of household, and 

$24,000 for married couples filing jointly and surviving 

spouses. For 2018, the additional standard 

deduction amount for the aged or the blind is $1,300
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2018 Itemized Deductions

• As an alternative to standard deductions Americans may 

still itemize their deduction and avoid taxes on certain 

items including but:

• Unreimbursed business expenses are limited 

• Charitable contributions

• State & local taxes are limited to $10,000

• Because of much greater standard deuctions many 

taxpayers will forgo itemization
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Exemptions in 2018

• Under the Tax Cuts and Jobs Act (TCJA), the new 

standard deductions are nearly double the previous 

amounts. Additionally, tax reform has eliminated 

exemptions that taxpayers claim for themselves and their 

dependents. The way that these changes affect taxpayers 

depends on their specific tax situation.

• While the new higher standard deduction and removal of 

exemptions are two major changes in the TCJA, these 

alone won’t necessarily determine whether a taxpayer will 

pay more or less. The TCJA also changed tax brackets, 

rates, and many other provisions that will affect each 

person differently.
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Alternative Minimum Tax 

• While there are seven tax brackets in the standard 

income tax calculation method, the AMT has only two: 

26% and 28%. For 2018, here are the alternative 

minimum tax brackets:
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Filing Status 26% AMT Tax Rate 28% AMT Tax Rate

Married filing

separately
AMTI up to $95,750 AMTI above $95,750

All other filers AMTI up to $191,500
AMTI above

$191,500



Social Security & Medicare

• Social Security provides old age pensions and disability 

payments

• Pensioners may retire at 62 with 80% benefits

• Currently, the full benefit age is 66 for people born in 1943-1954, 

and it will gradually rise to 67 for those born in 1960 or later.

• Medicare is the U. S. version of government provided 

health insurance
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Social Security & Medicare
234

Tax Rate: 2015 2016

Employer 7.65% 6.65%

Employee 7.65% 7.65%

Self-Employed 15.30% 15.30%

NOTE: The 7.65% tax rate is the combined rate for Social Security and Medicare. The Social
Security portion (OASDI) is 6.20% on earnings up to the applicable taxable maximum
amount (see below). The Medicare portion (HI) is 1.45% on all earnings. Also, as of January
2013, individuals with earned income of more than $200,000 ($250,000 for married couples
filing jointly) pay an additional 0.9 percent in Medicare taxes. The tax rates shown above do
not include the 0.9 percent.

Maximum Taxable Earnings: 2017 2018

Social Security (OASDI only) $127,200 $128,700 

Medicare (HI only) N o L i m i t
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Pre-2018 Corporate Tax Rates

Taxable Income ($) Tax Rate

335,000 to 10,000,000
$113,900 + 34% Of the

amount over $335,000

10,000,000 to 15,000,000
$3,400,000 + 35% Of the

amount over $10,000,000

15,000,000 to 18,333,333
$5,150,000 + 38% Of the

amount over $15,000,000

18,333,333 and up 35%
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2018 Corporate Tax Rates

• 2018 - 21%

• Down from 35%

• Most companies are using the tax savings to pay larger 

salaries to their officers and dividends to their 

shareholders

• Most companies are not hiring new workers
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State Taxes
• State taxes vary widely between the 50 states. Most 

states use a combination of income taxes, sales taxes 

and real estate property taxes

• Seven U.S. states currently don't have an income tax: 

Alaska, Florida, Nevada, South Dakota, Texas, 

Washington and Wyoming. And residents of New 

Hampshire and Tennessee are also spared from handing 

over an extra chunk of their paycheck on April 15, though 

they do pay tax on dividends and income from 

investments.
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Sales Taxes

• Each state has its own tax regime. Most but not all states 

impose an income tax. Rates of taxation and allowable 

deductions vary widely from state to state. All states have 

a sales tax applied to almost all sales of tangible assets. 

The rates vary from a low of 4% to a high of 10.5%.
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States With the Lowest Rates

Overall Rank State

Effective Total

State & Local

Tax Rates on

Median U.S.

Household*

Annual State

& Local Taxes

on Median

U.S.

Household*

% Difference

Between

State & Nat’l.

Avg.**

Annual State

& Local Taxes

on Median

State

Household***

Adjusted

Overall Rank

(based on

Cost of Living

Index)

1 Alaska 5.69% $3,066 -46.85% $4,237 6

2 Delaware 6.02% $3,246 -43.74% $3,830 1

3 Montana 6.92% $3,728 -35.37% $3,561 3

4 Wyoming 7.45% $4,015 -30.40% $4,312 2

5 Nevada 7.72% $4,161 -27.86% $4,028 7

6
Tennesse

e
7.95% $4,284 -25.75% $3,523 4

7 Idaho 8.48% $4,569 -20.80% $4,074 5

8 California 8.80% $4,741 -17.81% $6,803 33

9
South

Carolina
8.80% $4,742 -17.80% $4,009 9

10 Florida 9.03% $4,868 -15.62% $4,305 11
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States With the Highest Rates

Overall

Rank
State

Effective

Total State

& Local Tax

Rates on

Median U.S.

Household*

Annual

State &

Local Taxes

on Median

U.S.

Household*

%

Difference

Between

State &

Nat’l. Avg.**

Annual

State &

Local Taxes

on Median

State

Household*

**

Adjusted

Overall

Rank

(based on

Cost of

Living

Index)

42
New

Jersey
12.39% $6,675 15.70% $10,891 47

43 Iowa 12.75% $6,872 19.12% $6,071 31

44 Ohio 12.97% $6,991 21.19% $5,892 36

45 Michigan 13.09% $7,054 22.28% $5,717 35

46 New York 13.38% $7,211 25.00% $9,342 51

47
Rhode

Island
13.46% $7,255 25.77% $8,497 48

48
Connecticu

t
13.48% $7,262 25.89% $10,131 50

49 Wisconsin 13.58% $7,316 26.82% $7,065 41

50 Nebraska 13.85% $7,466 29.41% $6,525 39

51 Illinois 14.54% $7,836 35.83% $8,100 43
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Slovakia

• Income Tax

• The income tax in Slovakia is levied at two different rates 

of 19% on income below 35.022,31 Euro and 25% 

above. A personal allowance of 3.803,33 Euro apply, 

which is phased out when yearly income hit 25% income 

tax bracket. In case of a non-working spouse a further 

allowance can be claimed.
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Social Security Contributions: Slovakia

Insurance policy
Max. monthly

ceiling
Employee % Employer %

Retirement

Insurance
€4.290 4.0% 14.0%

Disability Insurance €4.290 3.0% 3.0%

Sick Leave Insurance €4.290 1.4% 1.4%

Unemployment

Insurance
€4.290 1.0% 1.0%

Contribution into

Reserve fund of the

SIC

€4.290 0.0% 4.75%

Guaranty Insurance €4.290 0.0% 0.25%

Injury Insurance no limit 0.0% 0.8%

Health care

Insurance
€4.290 4.0% 10.0%

Total in % 13.4% 35.2%
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VAT

• The value-added tax (VAT) in Slovakia is levied at a rate 

of 20%, but is expected to fall back to 19% when the crisis 

is over. A lower rate of 10% is levied on medicine and 

certain books. 
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Corporate Income Tax

• The corporate tax in Slovakia stood at 22% for 

2014. Resident companies are those which have their 

legal seat or place of effective management in the Slovak 

Republic.
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Tax Reform After the Soviet Era

• From the time the collapse of the Soviet Union, a long range of 

range of reforms have been made, to bring the country from a 

government run economy to a free market economy. A large 

tax reform was enacted in the year 2003. It included a long 

range of reforms including abolishing most deductions on the 

income tax, and bringing it down to a flat rate of 19% instead 

of a progressive rate from 10% to 38%. The corporate tax fell 

from 25% to 19%. Furthermore, the two rates of VAT 14% and 

20% were merged into one band of 19%. All inheritance and 

gift taxes was also abolished.
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Tax Cheating

• Every society faces the problem that a certain percentage 

of their populace fails to pay the proper amount of tax. 

The compliance rate varies from country to country. Even 

the most compliant countries need an enforcement force 

to examine and collect from their noncompliant citizens. 
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Personal Income Tax Compliance 

Rates
• United States: 83.1%

United Kingdom: 77.97%

Switzerland: 77.70%

France: 75.38%

Austria: 74.80%

Netherlands: 72.84%

Belgium: 70.15%

Portugal: 68.09%

Germany: 67.72%

Italy: 62.49%
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Top 10 Countries Losing to Tax Evasion

COUNTRY
GDP

($ MILLIONS)

SIZE OF

SHADOW

ECONOMY 

(%)

TAX BURDEN

OVERALL (%)

TAX LOST AS

A RESULT OF

SHADOW 

ECONOMY

($ MILLIONS)

U.S. 14,582,400 8.6% 26.9% 337,349

Brazil 2,087,890 39% 34.4% 280,111

Italy 2,051,412 27% 43.1% 238,723

Russia 1,479,819 43.8% 34.1% 221,023

Germany 3,309,669 16% 40.6% 214,996

France 2,650,002 15% 44.6% 171,264

Japan 5,497,813 11% 28.3% 171,147

China 5,878,629 12.7% 18% 134,385

U.K. 2,246,079 12.5% 38.9% 109,216

Spain 1,407,405 22.5% 33.9% 107,350
Source: Tax Justice Network
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Continuing NRP Study

• (NRP) study for individual taxpayers that provides 

updated and more accurate audit selection tools 

and support efforts to reduce the nation’s tax gap.

• About 10,000 to 14,000 every year since October 

2007 

• 2,000 employment tax NRP’s per year 2009 to 2011

• 2014 examined 2500 corporate returns with assets 

under $250,000
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IRS Staffing for Key Enforcement 

Personnel

Robert E. McKenzie 312.876.6927 258

FY 

2011

FY 

2012

FY 

2013

FY 

2014

FY 

2015 FY 2016 FY 2017

Revenue 

Officers 5,619 5,186 4,748 4,439 3,995 3,525 3,330 

Revenue 

Agents 13,867 13,021 12,234 11,629 10,840 10,159 9,510        

Special 

Agents 2,698 2,661 2,549 2,475 2,373 2,230 2,157 

Total 22,184 20,868 19,531 18,543 17,208 15,914 13,997
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Full Time Staff at Year End 2017

•72,802

•Down from 92,000 in 2010
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Coverage Rates

FY 2014 FY 2015 FY 2016 FY 2017

Field

291,643 

267,076 243,722 214,582

Corresponden

ce
950,836 

961,041 791,233 719,203

Total

Examinations

1,242,479 

1,228,117 1,034,955 933,785

Returns Filed

in prior CY*
145,236,42

9 

146,861,21

7

147,967,32

4

149,919,416

Coverage 0.86% 0.84% 0.70% 0.60%
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Robert E. McKenzie 312.876.6927 264Table 9b.  Examination Coverage:  Individual Income Tax 

Returns Examined, by Size of Adjusted Gross Income, Fiscal 

Year 2017

Size of adjusted gross 

income [1]

Examination coverage

in Fiscal Year 2016 

(percentage) [3]

Examination coverage

in Fiscal Year 2017 

(percentage) [3]

All returns [4] .7                0.62                   

No adjusted gross 

income [5] 3.25               2.55                   

$1 under $25,000 0.80                   0.71                   

$25,000 under $50,000 .49              0.49                   

$50,000 under $75,000 .41                0.48                   

$75,000 under $100,000 .52           0.45                   

$100,000 under $200,000 .62               0.47                   

$200,000 under $500,000 1.01               0.70                   

$500,000 under 

$1,000,000 2.06               1.56                   

$1,000,000 under 

$5,000,000 4.60                 3.52                   

$5,000,000 under 

$10,000,000 10.46                7.95                   
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Business Returns
Schedul

e C

2015 2016 2017

<$25,000 .9% .9% .9%

$25,001-

$100,000

2.4% 1.7% 1.3%

$100,001

-

$200,000

2.5% 2.2% 2.1%

$200,000 

or more

2.0% 1.9% 1.9%
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Exam Rate for SCorps & Partnerships
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2014 2015 2016 2017

1065 

Returns 

Examined

15,779 19,212 14,645 15,275

1065 

Coverage

.43% .51% .40% .40%

1120-S 

Returns 

Examined

16,371 18,595 15,869 13,448

1120-S 

Coverage

.36% .40% .30% .3%



Criminal Investigations
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FY  2017 FY 2016 FY 2015 FY 2014

Investigation

s Initiated

3019 3395 3853 4297

Prosecution 

Recommendatio

ns

2251 2744 3289 3478

Informations

/Indictments

2294 2761 3208 3272

Convictions 2300 2672 2879 3110

Sentenced* 2549 2699 3092 3268

Percent to 

Prison

80.1% 79.9% 80.8% 79.6%



How Returns Are Selected for Examination 

• Potential participants in abusive tax avoidance 

transactions

• Computer Scoring

• Large Corporations

• Information Matching

• Related Examinations

• Other
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Types of Exams

▪ Correspondence 

▸ CP-2000

▸ Specific schedule or items

▸ Math errors

▪ Office exams

▪ Field exams   
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Compliance Center Audits

▪ Notice of exam

▪ Document matches 

▪ Specific items or schedules

▪ 30 days to respond
▸ Certified mail

▸ Make sure you correctly address it

▸ Keep it simple

▸ Send return envelope and ask for acknowledgement

▸ Expect compliance center mistakes

272

Correspondence Audits
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Mathematical Errors

▪ Notice is not a deficiency notice

▪ 60 days after the notice to file a request for abatement for the 

assessment
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Office Audits

▪ Document verification

▪ Limited scope and time 

▪ Practitioners role

▸ Review and organize all supporting info

▸ Pre-exam prep 

▸ Your role during exam

▸ Closing the deal 
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Field Audits
▪ Unreported income
▸ Bank deposits method

▸ Net worth

▸ Cash disbursements

▸ Life style

▪ Tax law issues

▪ Accounting issues

▪ Document verification
▸ T & E

▸ Charitable contributions

▸ Misc.  Expenses
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Unreported Income

• In business audits, the primary focus is to find unreported 
income.  Two methods are used to find unreported 
income: (a) cash reconciliation, and (b) net worth method.  
The cash reconciliation method requires all bank 
statements and savings deposit passbooks be analyzed 
for income and expenses.  The Revenue Agent will 
analyze all deposits and compare those deposits to gross 
income reported on the tax return.  He will then discount 
for non-taxable sources of income and transfer of funds 
between various accounts.  A second method of 
determining under-reporting of income is the net worth 
method.  This method requires analysis of the changes in 
the net worth of the taxpayer and a comparison of 
changes in income reported on the tax return. 
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Financial Status Examinations 

• IRS has trained all of its agents on techniques 
known as Financial Status Audits (also known as 
Economic Realty Audits).  These audits 
emphasize looking at the taxpayer’s lifestyle.  
Using a T account method, the agent will attempt 
to reconstruct the taxpayer’s total expenditures in 
relations to known sources of income.  To the 
extent that the taxpayer’s expenditures exceed 
known sources of income the Internal Revenue 
Service will assume that the taxpayer under 
reported income.

• IRS must prove statistically determined income
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Audit Techniques Guides (ATGs)

▪ IRS now trains its agents on specific audit techniques for 

different industries and issues. The Audit Techniques Guides 

(ATGs) focus on developing highly trained examiners for a 

particular market segment. The IRS relies heavily on these 

guides to assure consistency in its audits.  
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Specific Techniques

• Change in Net Sales from Year to Year

• Change in Cost of Sales from Year to Year

• Other Investigative Sources
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Other Sources

• Loan Application Files

• Asset Locator Databases
• Electronic real estate service research (statewide or national, if available, 

access to historical/current real estate ownership) 

• Secretary of State, 

• bankruptcy,

• judgments, 

• liens, 

• court records,

• register agents, 

• corporate officers nationwide, 

• professional licenses, 

• state income and sales taxing authorities such as Board of Equalization, 
Franchise Tax Board, Employment Development Department, 

• plane and boat ownership,

• people finder, etc. 

• Department of Motor Vehicles (vehicle ownership)

• Credit Bureau – address information 
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Indirect Methods

• Bank deposit analysis

• Fully developed cash T method 

• Source and application of funds

• Net worth method

• Percentage of markup method 

• Unit and volume method 
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Bank Deposits Method 
• Cash payouts are not deposited, but the money used to make the cash 

purchases originated from sales. This is cash that would not be deposited into 
a bank account and must be added back to the bank deposit analysis. 

• In a restaurant business cash payment of employee credit card tips is money 
that is not deposited, but originated from sales. Again, this cash must be 
added back to the bank deposit analysis. 

• Sales tax collected from customers for cash sales is money deposited that is 
not a source of income. In many states the sales tax for restaurants and bars 
is higher than the sales tax for other retail businesses. 

• Cash collected from vending machines is cash that needs to be deposited 
and included in gross receipts. If significant coin and currency deposits are 
not found on the deposit slips the examiner may need to determine the 
amount of income from this source and add it to the bank deposit analysis. 

• Credit card payments from credit card companies for sales will include 
deposits of employee tips plus the sales taxes plus the sale. Only the portion 
representing the sale is taxable. 

• Loans from shareholders are a non-taxable source of cash. Proof of payment 
is necessary to establish facts. 

• Transfers between bank accounts are non-taxable. 
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Markup Method: IRM 4.10.4.6.5 

• Method reconstructs income based on the use of 
percentages or ratios for the type of retail business. For 
example, the examiner would determine the industry 
markup for a particular type of retailer and apply that 
markup percentage to the verified cost of goods sold of 
the taxpayer under examination. 

• Works well for cash businesses
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T-account
Income Reported

• Salary & wages- $10,000

• Business income- $40,000

• Total:        

$50,000

Expenses

• Home mtg. interest- $14,000

• Home & state taxes $7,000

• Utilities & home Rep. $4,800

• Charitable contributions-$4,000

• Car payments- $9,000

• Car ownership costs- $6,600

• Food, clothing & misc.-
$25,000

• Health insurance- $6,000

• Out of pocket medical- $2,800

• Other expenses from 

bank & credit card records-
$6,000

Total: $85,200
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Bank Deposits Method 
• Cash payouts are not deposited, but the money used to make the cash 

purchases originated from sales. This is cash that would not be deposited into 
a bank account and must be added back to the bank deposit analysis. 

• In a restaurant business cash payment of employee credit card tips is money 
that is not deposited, but originated from sales. Again, this cash must be 
added back to the bank deposit analysis. 

• Sales tax collected from customers for cash sales is money deposited that is 
not a source of income. In many states the sales tax for restaurants and bars 
is higher than the sales tax for other retail businesses. 

• Cash collected from vending machines is cash that needs to be deposited 
and included in gross receipts. If significant coin and currency deposits are 
not found on the deposit slips the examiner may need to determine the 
amount of income from this source and add it to the bank deposit analysis. 

• Credit card payments from credit card companies for sales will include 
deposits of employee tips plus the sales taxes plus the sale. Only the portion 
representing the sale is taxable. 

• Loans from shareholders are a non-taxable source of cash. Proof of payment 
is necessary to establish facts. 

• Transfers between bank accounts are non-taxable. 
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Bank Deposit Method

Reported Revenue/deposits

• $500,000

Net deposits

• Actual deposits $850,000

• Less loan proceeds ($50,000)

• Less interbank transfers 

($100,000)

• Net Deposits $700,000
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Net Worth Method: IRM 4.10.4.6.7 

• Method measures the difference between a 
taxpayer’s net worth (total assets less total 
liabilities) at the beginning and at the end of the 
year. An overall increase in net worth represents 
taxable income. This method works when there is 
an entire business element missing, such as a 
retailer that does not report sales from an internet 
business, or a taxpayer who has additional 
income from an illegal source.

• Net worth method can also be used to 
corroborate other methods of proof or to test the 
accuracy of reported taxable income. 
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Net Worth Method
2010 Net Value of Assets

• Equity in Home $100,000

• Value of vehicles $50,000

• Bank Accounts $5,000

• Investments $10,000

• Total $165,000

• Reported annual income 

$50,000/yr

2013 Net Value of Assets

• Equity in Home $110,000

• Value of vehicles $90,000

• 40’ boat $50,000

• Motorcycle $15,000

• Vacation home $125,000

• Bank accounts $75,000

• Investments $300,000

• Jewelry $50,000

• Total: $815,000
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Cash Disbursements Method

• Taxpayer does not have an apparent source of spending 

cash

• Receives a salary that is posited in bank account

• Never uses a cash card

• Never cashes a check for cash

• Clearly spends cash for personal living expenses like 

groceries, entertainment & clothing

289Robert E. McKenzie 312.876.6927



Specific Items

• False expenses

• False deductions

• Checks cashed at currency exchanges and check cashing 

stores

• Phony entities established to receive income
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Collection
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2012 2013 2014 2015 2016 2017

Levies 2,961,162 1,855,095 1,995,987 1,464,026 869,196 590,249 

Liens 707,768 602,005 535,580 515,247 470,602 446,378 

Seizures 733 547 432 426 436 323



COLLECTION DUE PROCESS

▪Letter 1058/ CP-90

▪Timely appeal in 30 days
▸ Form 12153

▸ Set forth all defenses to levy

– Offer in compromise

– Amount of the liability

– Spousal defenses

– Currently not collectible

– Penalties

– Request for installment agreement

293

IRC § 6330
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LEVYING TAXPAYER PROPERTY 
IRS has the power to collect taxes by levying on taxpayers’ 
property as a result of the Federal Tax Lien. 

When a person owes taxes, the IRS gains a lien on all that 
person's assets after meeting certain statutory requirements. The 
lien attaches to all rights, title and interest of the taxpayer 
wherever it may be situated. [IRC § 6321] 

Once the IRS has a lien on all of a taxpayer's assets, it may 
enforce that lien by administratively levying his or her assets.
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LIEN RIGHTS
An example of lien rights would be the lien created when a 
person buys a car and finances the purchase through a bank. 
The purchase price for the car is $10,000. The purchaser 
pays a down payment of $2,000 and signs a note with a bank 
giving it a lien on the car. The bank then lends the buyer 
$8,000 to complete the purchase. If the buyer defaults on the 
note, the bank may repossess the car. In the case of the IRS 
it gains a lien on all of a taxpayer's assets and therefore it has 
the right to seize most of those assets to satisfy unpaid taxes.
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LIENS

Assessment

Notice & demand

Neglect or refusal to pay

296Robert E. McKenzie 312.876.6927



EFFECT OF FEDERAL 

TAX LIEN 
Effect of the Federal Tax Lien statute is that when any 
person fails to pay any assessment of tax, plus interest, 
penalties, or costs, a lien in favor of the United States 
arises upon all property and rights to property, whether 
real or personal, tangible or intangible, belonging to the 
taxpayer. Even if the taxpayer makes partial payment, a 
lien will arise for the balance of the tax.
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STATUTORY PERIOD
10 years

Extending events

Bankruptcy

Leave country for more than 6 months

File CDP

Sign a waiver for up to 5 years in conjunction 
with an I/A

OIC
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NOTICES OF LEVY

CDP must have been issued 30 days 

prior absent jeopardy
668-A

668-W 

Exemptions 

668-C
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LEVY

668B

Notice of Seizure

Writ of Entry

300Robert E. McKenzie 312.876.6927



ACCOUNTS RECEIVABLE 

AR, notes & other assets owed to a taxpayer may be levied 
upon. 

Any receivable that is due in a single payment (rather than 
installments) may ordinarily be reached by one Notice of Levy. 

If the taxpayer has an unqualified right to receive installments 
on a debt, one Notice of Levy would reach all such installments. 

In cases where the right to receive installments does not exist 
or where there is doubt as to the taxpayer's right to future 
payments, the IRS will serve a 668-A as each installment 
becomes due.
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BENEFIT INCOME 
Taxpayer Relief Act of 1997 allows the IRS to serve 
a continuous levy which attaches to 15% of the 
following payments:

Social Security
Any benefit payment for which eligibility is based on a 
payee's income or assets (or both),
Minimum exempted amount of wages in salary,
Worker's compensation payments, 
Annuity or pension payments under the Railroad 
Retirement Act and benefits under the Railroad 
Unemployment Insurance Act, and
Unemployment benefits and certain means-tested public 
assistance payments. [IRC §6331(h)(2) 
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LEVY ON IRAS AND 401K PLANS

IRS has right to levy upon IRAs, Keoghs, and 401K plans, 

but now when it takes such action, it may not assert an, 

excise penalty on the involuntarily converted funds. TPs will 

still have to pay the income taxes due as a result of-the 

involuntary conversion.
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NOTICE OF LEVY ON  BANK ACCOUNTS 

Bank or financial institution is served with a Notice of Levy, 
it is required to hold the monies in escrow for at least 21 
days after service. [IRC § 6332(c)] 

Allow TP time to correct erroneous levies. 

Also allows time to negotiate with the Service 
regarding the tax liability and release of the levy. 

Monies held in escrow are not available to the 
taxpayer or the Service during 21-day period. 

Bank may not clear outstanding checks from the 
escrowed funds.
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LEVY ON WAGES 
Permits a continuous attachment of the nonexempt 
portion of the wage or salary payments due TP 

IRS effectuates a levy of wages by serving a Form 
668-W, Notice of Levy on Wages and Other Income, 
upon the employer. 

Exemption
1/52 of the sum of the standard deduction plus the 
aggregate amount of personal exemptions allowed for the 
taxpayer that year. 

Example, if TP were single with a $4,000 personal 
exemption and a $5,000 standard deduction, he could take 
home $173.08 per week. Balance of TP’s net pay is 
remitted to the Internal Revenue Service. 

Statutory allowance for dependents is increased to extent of 
court ordered child support payments. IRS will not 
recognize noncourt ordered support arrangements.
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TAXPAYER’S PHYSICAL PROPERTY

IRC § 6331 authorizes the Internal Revenue Service to 

take physical property belonging to the taxpayer. Except 

when seizing a personal residence, the IRS is not 

required to seek judicial approval prior to seizing 

property. 

All seizures require a minimum approval level of 

Territory Manager. 
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Levy Exemptions

• Personal effects rose to $9,120 in 2016 and books  

• Tools of trade is $4,560 in 2016. 

• The increases have the practical effect of preventing 

seizure of books and tools in trade and personal effects 

from many lower income taxpayers. [IRC §6334(a)]

307

4,560  
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COLLECTION DUE PROCESS 

▪ Letter 1058

▪ Timely appeal in 30 days

▸ Form 12153

▸ Set forth all defenses to levy
– Offer in compromise

– Amount of the liability

– Spousal defenses

– Currently not collectible

– Penalties

– Request for installment agreement

308

IRC § 6330

Robert E. McKenzie 312.876.6927



COLLECTION DUE PROCESS 

• If Appeals issues an adverse determination the taxpayer 

may petition to Tax Court
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EXTENSIONS OF TIME 

TO PAY
Up to 120 days

Form 433-D is not to be used.

The IRS will not file a lien.

No  Notices of Intent to Levy, Notice of Hearing (LT 11 or 

Letter 1058DO) or levies during granted extension periods, 

unless collection is in jeopardy or at risk.
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INSTALLMENT AGREEMENTS
Less than $50,000

Granted upon request

Up to 6 years to pay

Income taxes

Must stay current on future obligations

Form 9465
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IRS REVISED RULES FOR STREAMLINED 

INSTALLMENT AGREEMENTS

Announced 1-2012

Revised procedures now allow taxpayers

Up to 72 months to pay their tax 
obligations. 

Increases the maximum amount subject to 
streamlined agreements from $25,000 to 
$50,000.
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Streamlined Installment Agreements 

Test Program

• Scheduled to run through September 30, 2019

• Expanded criterion: 

• Individual taxpayers with an assessed balance of tax, penalty and 

interest between $50,000 and $100,000 may experience 

accelerated processing of their installment agreement request. 

• If the taxpayers' proposed monthly payment is the greater of their 

total assessed balance divided by 84 – or – the amount necessary 

to fully satisfy the liability by the Collection Statute Expiration Date.
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Installment Agreements

•Greater than $100,000

•Must submit form 433A for individuals

•Must also submit  form 433B for self 
employed

•Subject to allowable expense 
standards

•Must stay current
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Allowable Expenses

•Allowable Expenses
A.National Standards

B.Medical expenses

C.Regional Standards   

D.Local Standards    

E.Necessary for production of income or 

health & welfare of the family
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CONDITIONAL EXPENSES

Less than 6 year plans:

Allowed during payment plan.

Greater than 6 year plans:

Allowed for up to 12 months of the payment  

plan.
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OFFERS IN COMPROMISE

Doubt as to collectibility

Doubt as to the actual liability

Promote effective tax administration 

Doubt as to collectibility, special circumstances
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Criminal Investigations
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CI

•3500employees 

•2200 are special agents

•Only federal agency that can 

investigate potential criminal 

violations of IRC

•Money laundering



CI

FY  

2017

FY 

2016

FY 

2015

FY 

2014

Investigations Initiated 3019 3395 3853 4297

Prosecution 

Recommendations

2251 2744 3289 3478

Informations/Indictments 2294 2761 3208 3272

Convictions 2300 2672 2879 3110

Sentenced* 2549 2699 3092 3268

Percent to Prison 80.1% 79.9% 80.8% 79.6%



U.S Tax Court Judge Diane Kroupa

• 10/21/16 Pleads guilty to tax evasion

• She and her husband wrote off over $500,000 in personal 

expenses on his Schedule C.

• Vacations

• Home repair & maintenance 

• Pilates lessons

• Provided false records to the IRS

• 5/22/17 Sentenced to 34 months in prison, and ordered to 

pay $457,000 in restitution for tax evasion and other 

criminal charges.

• She and her husband, Robert Fackler—who took part in 

the criminal conduct—owe the restitution jointly.
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Special Agents

• Gun carrying accountants

• Trained at the federal law  enforcement center in Georgia

• Financial investigative skills to recover financial data that

may have been encrypted, password protected, or hidden

by other electronic means.



Retention by Attorney

• EA’s & CPA’s do not have privilege in CI 

investigations

• Cases have held that if EA’s and/or CPA’s 

are hired by an attorney to assist then the 

professional comes under the 

attorney/client privilege



EA & CPA Role

• Engaged by the attorney to assist in client’s defense

• Kovel letter

• EA’s & CPA’s are then included w/i the attorney client 

privilege



Engagement

• Kovel Agreement

10/8/2018
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Field Offices

• 35 field offices

• Special Agent in Charge

• POD’s



High Intensity Money Laundering and Related Financial Crime 

Area (HIFCA) Task Forces

• HIFCA locations:
• Northern District of Illinois (Chicago)
• Northern District of California (San Francisco).
• New York/New Jersey;
• San Juan/Puerto Rico;
• Los Angeles; and

• “Systems HIFCA," designed to address cross-border
currency smuggling in Texas/Arizona to and from Mexico.

• HIFCAs are composed of all relevant federal, state, and
local enforcement authorities; prosecutors; and federal
financial supervisory agencies as needed. They work
closely with the High Intensity Drug Trafficking Areas
(HIDTA) and Organized Crime Drug Enforcement Task
Forces (OCDETF) and focus on collaborative investigative
techniques



Legal Source Tax Crimes

• Involve taxpayers in legal industries and legal 
occupations, who earned income legally, but 
choose to evade taxes by violation of tax laws

• Questionable Refund Program (QRP),

• Unscrupulous return preparers and 

• Frivolous filers/non-filers who challenge the 
legality of the filing requirement. 

• Excise tax and employment tax investigations.



Illegal Source Financial Crimes

• Money gained through illegal sources, such as dollars 

obtained through illegal gambling operations, is part of the 

untaxed underground economy.

• Program encompasses all tax and tax-related violations, 

as well as money laundering and currency violations



ORIGIN OF CASES 

• Information discovered by revenue agents in audits and examinations;

• SA’s who may learn of indications of tax noncompliance and, when
authorized, develop such information;

• CI through making authorized surveys of selected individuals, groups, or
activities; through analysis of cases, special studies, and authorized
surveys; and

• Revenue officers or other employees of the Internal Revenue Service in
the performance of their duties.

• Information of multiple address changes and identical names involved in
income tax refunds may be received from a service center.

• Information returns may furnish a basis for referrals.



Other Sources

• Other Government agencies;

• Application for the redemption of mutilated currency;

• Newspapers, magazines, and other publications; and 

• General public. 



Whistleblowers

• The 2006 Tax & Health Care Relief Act establishes a 

reward range for 'whistleblowers' of 15% to 30% of 

proceeds collected by IRS (subject to certain exceptions) 

where the amount in dispute exceeds $2,000,000. 

• Also referrals of individuals making more than $200,000 

per year



Whistleblowers



Government Enforcement

• Money Laundering and BSA

• Patriot Act

• Foreign Bank Account Reports



Money Laundering and BSA

• IRS agents  working with the Financial 
Crimes Enforcement Network ( FinCEN)

• 750 agents

• Many taxpayers have unwittingly run afoul 
of: 

• Money laundering and 

• Bank Secrecy Act laws. 



Foreign Bank Account Reports
• BSA , U.S. residents or a person in and doing business in 

the U. S. must file a report the U.S. Treasury if he or she 
has a financial account in a foreign country with a value 
exceeding $10,000 any time during the calendar year.

• Form 114, the Foreign Bank and Financial Account Report 
(FBAR). 

• 2011 FBARs are due by June 30, 2012

• Civil & criminal penalties: 
• Provisions in the USA Patriot Act raised the maximum civil fine to 

Greater of $100,000 or half of the amount in the account.

• Criminal penalties are as high as $500,000 or half the account 
balance, and up to 10 years in jail.

http://topics.nytimes.com/top/reference/timestopics/subjects/u/usa_patriot_act/index.html?inline=nyt-classifier


10/8/2018
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CI Investigations

▪ Unreported income
▸ Life style

▸ Bank deposits method

▸ Net worth

▸ Cash disbursements

▸ Specific items
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Life Style

• These reviews emphasize looking at the 
taxpayer’s lifestyle.  

• Using a T account method, the SA will attempt to 
reconstruct the taxpayer’s total expenditures in 
relations to known sources of income.  

• To the extent that the taxpayer’s expenditures 
exceed known sources of income the Internal 
Revenue Service will assume that the taxpayer 
under reported income.
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Source and Application or Cash T

• Method analyzes cash flows in comparison to all known 
expenditures, and shows that if there are excess expense 
items (applications) over income items (sources) an 
understatement of taxable income exists. 

• These methods may be useful for a retail business that 
has unreported sources of income and when business 
and personal expenses can be verified. 



T-account
Income Reported

• Salary & wages- $10,000

• Business income- $40,000

• Total:        

$50,000

Expenses

• Home mtg. interest- $14,000

• Home & state taxes $7,000

• Utilities & home Rep. $4,800

• Charitable contributions-$4,000

• Car payments- $9,000

• Car ownership costs- $6,600

• Food, clothing & misc.-
$25,000

• Health insurance- $6,000

• Out of pocket medical- $2,800

• Other expenses from 

bank & credit card records-
$6,000

Total: $85,200
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Bank Deposits Method 
• Cash payouts are not deposited, but the money used to make the cash 

purchases originated from sales. This is cash that would not be deposited into 
a bank account and must be added back to the bank deposit analysis. 

• In a restaurant business cash payment of employee credit card tips is money 
that is not deposited, but originated from sales. Again, this cash must be 
added back to the bank deposit analysis. 

• Sales tax collected from customers for cash sales is money deposited that is 
not a source of income. In many states the sales tax for restaurants and bars 
is higher than the sales tax for other retail businesses. 

• Cash collected from vending machines is cash that needs to be deposited 
and included in gross receipts. If significant coin and currency deposits are 
not found on the deposit slips the examiner may need to determine the 
amount of income from this source and add it to the bank deposit analysis. 

• Credit card payments from credit card companies for sales will include 
deposits of employee tips plus the sales taxes plus the sale. Only the portion 
representing the sale is taxable. 

• Loans from shareholders are a non-taxable source of cash. Proof of payment 
is necessary to establish facts. 

• Transfers between bank accounts are non-taxable. 



Bank Deposit Method

Reported Revenue/deposits

• $500,000

Net deposits

• Actual deposits $850,000

• Less loan proceeds ($50,000)

• Less interbank transfers 

($100,000)

• Net Deposits $700,000
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Net Worth Method: IRM 4.10.4.6.7 

• Method measures the difference between a 
taxpayer’s net worth (total assets less total 
liabilities) at the beginning and at the end of the 
year. An overall increase in net worth represents 
taxable income. This method works when there is 
an entire business element missing, such as a 
retailer that does not report sales from an internet 
business, or a taxpayer who has additional 
income from an illegal source.

• Net worth method can also be used to 
corroborate other methods of proof or to test the 
accuracy of reported taxable income. 



Net Worth Method
2010 Net Value of Assets

• Equity in Home $100,000

• Value of vehicles $50,000

• Bank Accounts $5,000

• Investments $10,000

• Total $165,000

• Reported annual income 

$50,000/yr

2013 Net Value of Assets

• Equity in Home $110,000

• Value of vehicles $90,000

• 40’ boat $50,000

• Motorcycle $15,000

• Vacation home $125,000

• Bank accounts $75,000

• Investments $300,000

• Jewelry $50,000

• Total:$815,000
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Cash Disbursements Method

• Taxpayer does not have an apparent source of spending 

cash

• Receives a salary that is posited in bank account

• Never uses a cash card

• Never cashes a check for cash

• Clearly spends cash for personal living expenses like 

groceries, entertainment & clothing
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Specific Items

• False expenses

• False deductions

• Checks cashed at currency exchanges and check cashing 

stores

• Phony entities established to receive income
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SOL

•IRC 6 years

•Title 18: 5 years



Money Laundering

• Tax evasion, public corruption, health care fraud, 

money laundering and drug trafficking are all 

examples of the types of crimes that revolve around 

money..



Financial Crimes Enforcement Network

• FinCEN

• Sharing among law enforcement agencies and its other 

partners in the regulatory and financial communities.



Patriot Act

• USA PATRIOT Act Section 314(b) permits financial

institutions, upon providing notice to the United States

Department of the Treasury, to share information with

one another in order to identify and report to the

federal government activities that may involve money

laundering or terrorist activity.



Abusive Return Preparers 

• Return Preparer Program (RPP) was implemented in 

1996

• Abusive return preparers frequently prepare bad returns

for large numbers of taxpayers who, at best, are stuck

with paying additional taxes and interest and at worse,

depending on culpability, are subject to penalties and

maybe even criminal prosecution.



Abusive Tax Scheme

• Use of trusts, Limited Liability Companies (LLCs), 
Limited Liability Partnerships (LLPs), International 
Business Companies (IBCs), foreign financial 
accounts, offshore credit/debit cards and other similar 
instruments. 

• Take advantage of financial secrecy

• Form Over Substance



Anti-Tax Law Evasion Schemes 

• Sixteenth Amendment was not properly ratified,

• Tax law was unconstitutional, the tax law did not apply to

certain types of income,

• Law only applies to certain individuals, and

• Tax law violated one or more constitutional rights.



Courts Have Consistently Rejected

• Protestors have never won a civil case

• Some criminal juries have acquitted only to have the IRS 

pursue civil remedies



NATIONAL PROGRAM

• IRS Criminal Investigation nationally coordinated 

program to combat these abusive tax schemes.

• Identification and investigation of the tax scheme 

promoters

• Investigation of investors who knowingly participate in 

abusive tax schemes



Non-filers

• Constitutional Argument

• Compensation Argument

• Sixteenth Amendment Argument

• Religious Arguments

• Internal Revenue Code Arguments

• Forming a Trust Argument 



Employment Tax Evasion Schemes

• Employment tax evasion schemes can take a variety

of forms. Some of the more prevalent methods of

evasion include pyramiding, employee leasing, paying

employees in cash, filing false payroll tax returns or

failing to file payroll tax returns.



Arguments Related to IRC

• There is no Internal Revenue Code that imposes taxes;

• Only "individuals" are required to pay taxes;

• Code Section 861 limits taxable income to certain sources which do
not apply to most U.S. citizens; or

• The government can assess taxes only against people who file
returns.

• The tax law is found in Title 26 of the United States Code.

• Section 6012 of the Code makes clear that only people whose
income falls below a certain minimum level do not have to file
returns.

• Sections 861 through 865 determine whether income is from a U.S.
or foreign source - they do not in any way exclude income from
taxation for a U.S. citizen or resident.

• Section 6201 of the Code states that the Secretary of the Treasury is
required to make assessments "of all taxes imposed by this title".



Constitution-Related Arguments

• First Amendment

• Fourth and Fifth Amendments

• Sixteenth Amendment



Bad Argument

• Wages, tips, and other compensation received for 
personal services are not income

• “Gross income" means all income from whatever source 
derived and includes compensation for services. I.R.C. §
61. Any income, from whatever source, is presumed to be 
income under section 61, unless the taxpayer can 
establish that it is specifically exempted or excluded. In 
Reese v. United States, 24 F.3d 228, 231 (Fed. Cir. 1994), 



Only Foreign-Source Income is Taxable.

• , “Gross income" means all income from whatever source 

derived and includes compensation for services.  I.R.C. § 61. 

Further, Treasury Regulation § 1.1-1(b) provides, "[i]n general, all 

citizens of the United States, wherever resident, and all resident 

alien individuals are liable to the income taxes imposed by the 

Code whether the income is received from sources within or 

without the United States." I.R.C. sections 861  and 911 define 

the sources of income (U.S. versus non-U.S. source income) for 

such purposes as the prevention of double taxation of income 

that is subject to tax by more than one country.



Other Arguments

• Federal Reserve Notes are not income.

• Taxpayer is not a "citizen" of the United States, 

thus not subject to the federal income tax laws.

• The "United States" consists only of the District of 

Columbia, federal territories, and federal enclaves.

• Taxpayer is not a "person" as defined by the 

Internal Revenue Code, and thus is not subject to 

the federal income tax laws.

• The only "employees" subject to federal income

tax are employees of the federal government.



Other Arguments

• Federal income taxes constitute a "taking" of property 
without due process of law, violating the Fifth Amendment.

• Taxpayers do not have to file returns or provide financial 
information because of the protection against self-
incrimination found in the Fifth Amendment.

• Compelled compliance with the federal income tax laws is a 
form of servitude in violation of the Thirteenth Amendment.

• The Sixteenth Amendment does not authorize a direct non-

apportioned federal income tax on United States citizens.

• The Internal Revenue Service is not an agency of the United 
States.

• Taxpayers are not required to file a federal income tax return, 
because the instructions and regulations associated with the 
Form 1040 do not display an OMB control number as 
required by the Paperwork Reduction Act.


