
Cancellation of Debt (COD) 1-45

Insolvency Determination Worksheet for Lee Sussex
Assets (FMV) Liabilities

Homes $75,000 Mortgages $10,000
Cars 7,000 Home equity loans
Recreational vehicles, etc. Vehicle loans 9,000
Bank accounts 250 Personal signature loans
IRAs, 401Ks, etc. Credit card debts 6,500
Jewelry Past-due mortgage interest, real 

estate taxes, utilities, and child 
care costs

Furniture 2,000 Other liabilities
Clothes
Misc. 35,000
Other assets
Total Assets: $119,250 Total Liabilities: $25,500

Total Assets minus Total Liabilities = $93,750
  (Negative amount equals insolvency) 
  (Positive amount equals solvency)

Practice Scenario 5 Questions
5-1	 Lee can exclude from income the entire amount of canceled debt.     ¨ True      ¨ False

5-2	 If it were determined Lee was solvent at the time of the cancellation of debt, could a VITA/TCE volunteer 
still assist her?     ¨ Yes      ¨ No

5-3	 What is Lee’s adjusted gross income?

A. $30,000

B. $32,500

C. $36,500

D. $39,000

Answers to Practice Scenarios

1-1: False

1-2: True

1-3: B

1-4: False

2-1: B

2-2: B

2-3: D

2-4: 0

2-5: B

3-1: True

3-2: False

3-3: D

4-1: 7,000

4-2: False

5-1: False

5-2: Yes

5-3: C


