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Real Estate Professional Flowchart

No

Does the taxpayer work more than 750 hours in
real property businesses <A> (if an employee,
only count hours worked if 5% or more owner)?

Yes

h

Taxpayer is not a
real estate
professional. Treat

Is more than 50% of all personal services
performed by the taxpayer in real property trades
or businesses <A> (if employee count in
numerator only if 5% owner - count in
denominator regardless)?

Yes

h

as passive. Does the taxpayer have a valid election to treat all
interests in real estate as a single activity?
Yes Neo
h 4
Does the taxpayer meet the Does the taxpayer meet the
material participation <B> material participation <B>
requirement with respect to requirements with respect to the
the combined activities? single activity in question?
Na
Yes l I Yes
Taxpayer did not materially
participate. Treat as passive. Not qualified. Treat
as passive. Run test
Not qualified. . agam forbot}TEI“ real
Treat as passive. ; property businesses.
Does the taxpayer have Does the taxpayer have
t adequate substantiation of adequate substantiation of T

work and participation

work and participation

participation. Treat
as nonpassive.

<A> Real property businesses include:

Development Rental
Redevelopment Operation
Construction Management
Reconstruction Brokerage
Aequisition

Conversion

Ne
requirements? requirements? No
Qualified: RE
professional and Yes Yes
material -
- h 4

Qualified: RE professional and material
participation. Treat as non passive. Run test again
for other real property business.

<B> To materially participate you must meet one of the following tests:

1. Spend more than 500 hours in the activity
. Perform substantially all the work in the activity

. Spend more than 100 hours in the activity and no one else does more
. Spend more than 100 hours and aggregate more than 500 hours in significant participation activities

. The activity is a personal service activiky

. Facis and circumstances support regular, continuous and substantial participation

2
3
4
5. Materially participate in the activity any 5 of the last 10 years
6.
7
*

Note: Limited partners may only use tests 1 and 5



