
Example:
You would need to work 2081
hours in a real property business
to meet this test if you worked
2080 hours in a non-real
property business.

* Rental activities are treated as passive activities.
** Rental activities may be treated as nonpassive activities.

*** Services performed as an employee do not count unless the employee owns at least 5% of the company.
**** All rental activity is treated as a separate activity unless a special Real Estate Professional election is made

to treat all interests in rental real estate as a single activity.

DECISION TREE
AM I A REAL ESTATE PROFESSIONAL?
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Disclaimer:    The flowchart was created in conjunction with a blog and is not all encompassing and should not be relied upon as tax advice.

Refer to IRS Form 1040 Schedule E and its instructions for more information.

Of all of your 
businesses, do you 

spend more than half of 
your time in real 

property businesses?

You are not a real estate professional 
for tax purposes.*

NO

Do you work more than 
750 hours a year in real 

property 
businesses?***

YES

You are a real estate professional for 
tax purposes.**

Do you materially 
participate in each 
separate rental real 
estate activity?****

Development, 
Construction, 

Acquisition, Conversion, 
Rental, Management, 

Operation, Leasing, and 
Brokerage

What are
real property businesses?

See
Decision Tree

"Did You Materially 
Participate in an 

Activity?"

YES

YES

What does materially
participate mean?

NO

NO


