
 Real Estate Professional: does the taxpayer qualify?

Does the taxpayer have a real property business defined by
the IRS as development or redevelopment, construction or

reconstruction, acquisition or conversion, rental,
management or operation, leasing or brokerage?

Yes

No

Is the taxpayer an employee of a real property business?

Yes

No

Did the taxpayer have more than a 5% ownership in that
real property business?

Yes

No

In the year, did the taxpayer alone spend more than 50% of
his/her time working in real property businesses (do not

count time spent by a spouse)?

Yes

No

In the year, did the taxpayer alone spend more than 750
hours of service in real property businesses (do not count

time spent by a spouse)?

Yes

No

Unless the taxpayer elected to group all rental activities as
one, for each real property activity, did the taxpayer work

more than 500 hours during the year?
Yes

No

Did the taxpayer perform substantially all the work in
the activity? Yes

No

Did the taxpayer work more than 100 hours and more
than anyone else (including non-owners)? Yes

No

Did the taxpayer work more than 100 hours, but less than
500, in two or more businesses and the sum of all the hours

in these businesses is more than 500 hours?
Yes

No

Did the taxpayer materially participate in the activity for
any five of the last ten years? Yes

No

If the activity is a personal service activity, did the
taxpayer materially participate for any three prior years? Yes

No

Under all the facts and circumstances, did the taxpayer
work on a regular, continuous and substantial basis in the

activity?  Note: this test is not available if anyone was paid
compensation in connection with management of the

activity (material participation).

YesNo

The taxpayer does
not qualify as a real
estate professional
and is subject to
passive activity

limitations on any
loss incurred.

The taxpayer is a real
estate professional

and is not subject to
the limitations under

passive loss rules.


