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�›�t�‡�C���C�T�%�ù�T�D�j �–���‡�C���ç�e�T�D�×���ç�„�D�%�³�ç�ç�«�D�3��� �D�' �ù�c�C�D���‡�×�„�D�C�T�ç�%�C���ù�C�C�c�Ð�D���ù�³�³���%�D�×�T�ù�³
�³�ç�C�C�D�C���ù�%�D���� �ù�C�C�‡�„�D�P���Œ�ç�%���Ð�ç�3�D�%�ù�T�D�+�‡�×�' �ç�Ð�D���T�ù�‘�� �ù�–�D�%�C�O���T�t�‡�C���D�‘�' �D�� �T�‡�ç�×���' �ù�×
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�È�e���–�ç�c�%���%�� �• �È���ù�� �� �%�ç�ù�' �t�D�C���Ê�é�î�è�O�è�è�è�O���T�t�D��� �D�×�D�e�‡�T���3�D�' �³�‡�×�D�C���C�‡�j �×�‡�e�‡�' �ù�×�T�³�–�P
�x�³�ù�×�×�‡�×�j ��� �D�' �ç�Ð�D�C���' �%�‡�T�‡�' �ù�³���×�D�ù�%���T�t�D���T�t�%�D�C�t�ç�³�3�P

�W�ç�' �c�Ð�D�×�T�ù�T�‡�ç�×���€�‡�C�«
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�‡�×�' �³�c�3�D�S
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�� �c�3�‡�T���•�' �%�c�T�‡�×�–
�� �³�T�t�ç�c�j �t���T�t�D���T�t�%�D�C�t�ç�³�3���e�ç�%���� �ù�%�T�‡�' �‡�� �ù�T�‡�ç�×���‡�C���³�ç�ˆ �D�%���T�t�ù�×���€�b�x�•�O���T�t�D���È�€�•���Ð�ù�–
�%�D�„�‡�D�ˆ ���ˆ �t�D�T�t�D�%���–�ç�c�%���‡�×�„�ç�³�„�D�Ð�D�×�T���ˆ �ù�C���³�D�j �‡�T�‡�Ð�ù�T�D���ù�×�3���C�c� �C�T�ù�×�T�‡�ù�³�P
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�È�e���–�ç�c�%���‡�×�' �ç�Ð�D���D�‘�' �D�D�3�C���³�‡�Ð�‡�T�C�O���³�ç�C�C�D�C���ù�' �' �c�Ð�c�³�ù�T�D���ù�C���C�c�C�� �D�×�3�D�3���� �ù�C�C�‡�„�D
�³�ç�C�C�D�C���ù�×�3���Ð�ù�–���ç�×�³�–��� �D���c�C�D�3���³�ù�T�D�%�P

�� �C�C�c�Ð�� �T�‡�ç�×�C
�×�ç�c���ç�ˆ �×���ù�T���³�D�ù�C�T���é�è�, ���ç�e���T�t�D���� �%�ç�� �D�%�T�–
�×�ç�c���� �ù�%�T�‡�' �‡�� �ù�T�D���‡�×���Ð�D�ù�×�‡�×�j �e�c�³���Ð�ù�×�ù�j �D�Ð�D�×�T���3�D�' �‡�C�‡�ç�×�C
�×�ç�c�%���%�D�×�T�ù�³���ù�' �T�‡�„�‡�T�–���! �c�ù�³�‡�e�‡�D�C���c�×�3�D�%���È�€�•���3�D�e�‡�×�‡�T�‡�ç�×�C
�×�ç�c�%���%�� �• �È���e�ù�³�³�C���ˆ �‡�T�t�‡�×���ù�³�³�ç�ˆ �ù� �³�D���³�‡�Ð�‡�T�C���e�ç�%���e�c�³�³���ç�%���� �ù�%�T�‡�ù�³���3�D�3�c�' �T�‡�ç�×
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�› �‡�Ð�‡�×�j ���ç�e���€�D�� �ù�‡�%�C���ù�×�3���b�‘ �� �D�×�C�D�C
�È�e���–�ç�c���! �c�ù�³�‡�e�–���e�ç�%���T�t�D���Ê�ê�î�O�è�è�è���3�D�3�c�' �T�‡�ç�×�O���� �%�ç�� �D�%�³�–���T�‡�Ð�‡�×�j ���ç�%�3�‡�×�ù�%�–���ù�×�3
�×�D�' �D�C�C�ù�%�–���%�D�� �ù�‡�%�C���Ð�ù�–���Ð�ù�‘�‡�Ð�‡�©�D���' �c�%�%�D�×�T�+�–�D�ù�%��� �D�×�D�e�‡�T���ˆ �t�‡�³�D���' �ç�Ð�� �³�–�‡�×�j
�ˆ �‡�T�t���T�ù�×�j �‡� �³�D���� �%�ç�� �D�%�T�–���%�D�j �c�³�ù�T�‡�ç�×�C�P

�È�×�' �ç�Ð�D���x�³�ù�×�×�‡�×�j
�È�e���–�ç�c�%���%�� �• �È���‡�C���×�D�ù�%���T�t�D���� �t�ù�C�D�+�ç�c�T���%�ù�×�j �D�O���' �ç�×�C�‡�3�D�%�S

�€�D�T�‡�%�D�Ð�D�×�T���' �ç�×�T�%�‡� �c�T�‡�ç�×�C
�È�×�' �ç�Ð�D���3�D�e�D�%�%�ù�³���C�T�%�ù�T�D�j �‡�D�C
�L�ç�ç�%�3�‡�×�ù�T�‡�×�j ��� �ç�×�c�C���‡�×�' �ç�Ð�D���T�‡�Ð�‡�×�j

���ç�ˆ �D�%�‡�×�j ���%�� �• �È���Ð�ù�–���� �%�D�C�D�%�„�D���Ð�ç�%�D���ç�e���T�t�D���Ê�ê�î�O�è�è�è���ù�³�³�ç�ˆ �ù�×�' �D�P

�b�×�T�‡�T�–���•�T�%�c�' �T�c�%�‡�×�j
�B�ˆ �×�D�%�C�t�‡�� ���T�t�%�ç�c�j �t���ù�×�������L���3�ç�D�C���×�ç�T���D�³�‡�Ð�‡�×�ù�T�D���D�³�‡�j �‡� �‡�³�‡�T�–�O��� �c�T���ç�ˆ �×�D�%�C�t�‡��
�� �D�%�' �D�×�T�ù�j �D���ù�×�3���Ð�ù�×�ù�j �D�Ð�D�×�T���ù�c�T�t�ç�%�‡�T�–���Ð�c�C�T��� �D���' �³�D�ù�%�P
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�û�� �U�ï�� �Ö�� �f�T�g�ž�±�K�ï�g�x�T�‘ �J�x�‘ �T�f�ï�J�û�� �ï�þ �û�ß�±�þ�±�ü�f�ï�ä�� �‘ �T�ï�� �J�x�±�Ò�f�ï�w�û�T�x�±�J�±�K�û�x�±�� ��
�U�f�U�‘ �J�x�±�� �� �ï�û�� �U�ï�f�� �g�‘ �T�f�ï�ä�� �‘ �ï�g�x�û�ä�ï�Ö�±�x�ž�±�� �ï�Å�€�•�ï�T�‘ �à�f�g�Ü

�’�T�A�I

https://taxmd.com/
https://taxmd.com/


�+�d�±�t�‘�‹�t�d�; �‘�I �”�d�F�Ë�Ó�§�c�t

�È�Ð�Ð�D�3�‡�ù�T�D�����- �D�‘ �T���ñ���W�ù�–�C��
�L�ç�×�e�‡�%�Ð���ç�ˆ �×�D�%�C�t�‡�� ���� �D�%�' �D�×�T�ù�j �D
�€�D�„�‡�D�ˆ ���Ð�ù�×�ù�j �D�Ð�D�×�T���‡�×�„�ç�³�„�D�Ð�D�×�T
�• �ù�T�t�D�%���%�D�×�T�ù�³���‡�×�' �ç�Ð�D���ù�×�3���D�‘�� �D�×�C�D���3�ç�' �c�Ð�D�×�T�ù�T�‡�ç�×

�È�Ð�� �³�D�Ð�D�×�T�ù�T�‡�ç�×�����W�ù�–�C���ò�-�ì �è��
�›�%�ù�' �«���%�D�×�T�ù�³���‡�×�' �ç�Ð�D���ù�×�3���D�‘�� �D�×�C�D�C
�%�ç�×�‡�T�ç�%���%�� �• �È���� �%�ç�£�D�' �T�‡�ç�×
�W�ç�' �c�Ð�D�×�T���Ð�ù�×�ù�j �D�Ð�D�×�T���3�D�' �‡�C�‡�ç�×�C

�B�×�j �ç�‡�×�j �����%�ç�×�T�t �³�–��
�%�ù�‡�×�T�ù�‡�×���%�D�' �ç�%�3�C���ç�e���� �ù�%�T�‡�' �‡�� �ù�T�‡�ç�×
�%�ç�×�‡�T�ç�%���‡�×�' �ç�Ð�D���T�t�%�D�C�t�ç�³�3�C
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	How to deduct up to $25,000 of rental losses against ordinary income without qualifying as a real estate professional

	Executive Summary
	Under IRC §469(i), rental real estate is generally treated as a passive activity, meaning losses can only offset passive income. However, the Active Participation exception provides limited but valuable relief.
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