
 Material Participation Rules: does the taxpayer qualify?

Did the taxpayer participate in the activity

more than 500 hours per year?
Yes

No

Did the taxpayer's participation for the year

constitute substantially all of the participation

in the activity for the year including the

participation of individuals who did NOT own

any interest in the activity?

Yes

No

Did the taxpayer participate in the activity for

more than 100 hours and that participation is

NOT less than any other individual including

individuals who did NOT own any interest in

the activity?

Yes

No

Was the activity a SIGNIFICANT

PARTICIPATION ACTIVITY (a trade or

business activity) in which the taxpayer spent

more than 100 hours at each of a number of

activities and the total of all these activities is

more than 500 hours AND in which the

taxpayer did NOT materially participate under

any of the material participation tests, other

than this test?

Yes

No

Did the taxpayer MATERIALLY PARTICIPATE
in the activity for any 5 (whether or not

consecutive) of the last 10 preceding years?
Yes

No

Was the activity a PERSONAL SERVICE

ACTIVITY in which the taxpayer materially

participated for any 3 (whether or not

consecutive) preceding tax years?

Yes

No

Did the taxpayer's participation (regular,

continuous, and on a substantial basis) exceed

100 hours for the year AND all of the facts and

circumstances indicate material participation?
Yes No

The taxpayer DOES

meet the

requirements of

MATERIAL

PARTICIPATION.

The taxpayer does

NOT meet the

requirements of

MATERIAL

PARTICIPATION.


