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Chapter 7: IRS Update
Offers in Compromise
Fill in the blank.

1. Taxpayers may consider an _______________________ to settle the balance
due for a reduced amount.

2. The objectives of the OIC program include obtaining what can
reasonably be collected at the earliest possible time with the least
_______________________ to the government.

3. To be eligible for an OIC, taxpayers must have filed all required
_______________________ returns.

4. The IRS provides a _______________________ tool to help determine
whether a taxpayer qualifies for an OIC.

5. The prequalifier tool requires no personally identifiable
_______________________ about the taxpayer.

6. Form _______________________ is used to apply for an OIC if the
application is based on doubt as to collectability.

7. The IRS may accept an OIC application on the basis of doubt as to
collectability, doubt as to liability, or the best interest of effective
_______________________ administration.

8. Taxpayers applying for an OIC must submit information that allows the IRS
to evaluate their financial ability to make _______________________.

9. The IRS uses _______________________ standards to calculate the
taxpayer’s ability to pay delinquent taxes.

10. Taxpayers can appeal a rejected OIC within _______________________ days
of the date on their rejection letter.

Learning Activities

Answer keys 
for activities 
can be found at 
uofi.tax/update.
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Chapter 5: Partners Terminating Their 
Interest in a Partnership
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Chapter 2: Individual Taxpayer Issues
NIIT
Fill in the below numbers for the two scenarios.

Scenario 1: Taxpayers filing MFJ with interest income of $3,500 and AGI of $280,000

Scenario 2: Taxpayer filing single with interest income of $3,500 and AGI of $201,500.

Scenario 1	 Scenario 2

NII	

AGI	 ______________________	 ______________________

Threshold	 ______________________	 ______________________

NIIT	 ______________________	 ______________________

Chapter 6: Installment Sales
For each statement, put a checkmark in the column to note whether the 
statement is true or false.

True False

1 An installment sale cannot be used when property is sold at a loss or if the sale
is an item considered to be inventory.

2 The nature of the gain as short-term or long-term is determined at the time of
sale, not when the payments are received.

3 A taxpayer is free to use whatever interest rate they wish in an installment
agreement (including 0%) without repercussions from the IRS.

4 The reportable gain each year is the gross profit percentage multiplied by the
principal payments on the installment agreement.

5 If the property sold was used in a trade or business or rental activity, the gain
reported is shown on Form 4797 instead of Form 6252.

6 Use of the installment sale method is mandatory.

7 Depreciation recapture is reported in full in the year of sale.

8 If the taxpayer repossesses the property after making an installment sale,
the taxpayer is required to report the remainder of the gain in the year of 
repossession.

$280,000

$250,000

$3,500 x 3.8% = $133

(NII is < difference between 
AGI & threshold)

$3,500______________________

$201,500

$200,000

$1,500 x 3.8% = $57

(Difference between AGI & 
threshold is < NII)
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