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Course Level, Prerequisites, and Advance Preparation Requirements  
Program Level of Complexity
     CFP Board: Intermediate
     NASBA: OverviewThis program is appropriate for professionals at all organizational levels. 
Prerequisites: Basic familiarity with federal taxation 

Advance Preparation: None 

Course Description 
With the adoption of the passive loss limitation rules, taxpayers are looking to CPAs for 
guidance related to what deductions are allowed, disallowed, or suspended. Updating 
practitioners on the practical aspects of §469, this course addresses the needed skill to handle 
these pragmatic issues. Fundamentals are reviewed, planning opportunities are identified, and 
creative strategies are discussed and evaluated along with remaining traditional approaches. 
The goal of this instructive course is to understand and solve client problems under §469, with 
emphasis on tax savings ideas. Participants will learn to master the proper administration of these 
complex and often cumbersome provisions.  

Course Content 
Publication/Revision date: 5/15/2014. 

Course book: by Danny Santucci, J.D.  

Final exam (online): Twenty questions (multiple-choice). 

In order to receive CPE credit for this course, you must complete the course within one year of 
the date of purchase. This includes achieving a passing grade of at least 70% on the final exam. 
This exam may be retaken at no charge if not passed on the first attempt. 

Instructions for Taking the Final Exam Online 
• Login to your account online at www.bhfe.com.
• Go to “My Account” and view your courses.
• Select “Take Exam” for this course and follow instructions.

Have a question?
Call us at 800-588-7039 or email us at contact@bhfe.com. 
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Learning Assignment & Objectives 

As a result of studying the assigned materials, you should be able to meet the 
objectives listed below. 
ASSIGNMENT 

At the start of the materials, participants should identify the following topics 
for study: 

* Passive loss rules 
* Material participation 
* Activity definition 
* Passive & nonpassive activities 
* Passive activity loss 
* Rental activities 
* Recharacterization of passive income 
* Passive activity credits 
* Passive activity audit guide 
* At-risk limits 

Learning Objectives 
After reading the materials, participants will be able to: 

1. Identify affected taxpayers, categories of income and loss and passive 
losses under §469, list necessary §469 calculation steps, name the §469 & 
§1211 limits, and define the ordering and suspension of any disallowed 
losses. 
2. Recognize a taxpayer’s material participation in an activity by: 

a. Listing several material participation tests and demonstrating their 
application to entities such as partnerships and corporations; 
b. Stating the activity grouping rules noting exempt activities;  
c. Defining passive activity particularly, the treatment of rental activity 
as passive; and 
d. Identifying “nested” activities. 

3. Identify special passive loss rules and calculations by: 
a. Illustrating alternating use affects on amount realized and adjusted 
basis and listing additional loss limitations outside of §469; 
b. Listing five requirements for the special $25,000 allowance; and 
c. Stating recharacterization rules and their purpose. 

4. Recognize the passive activity audit guidelines identifying audit issues, 
define the real estate rental activity credit exception, and state the at-risk 
limit rules as they relate to §469. 

After studying the materials, answer the exam questions 1 to 20. 

 iv 



 

 

 

 

 

 

 

Notice 

This course and test have been adapted from materials and information contained in the 
above text and any supplemental material provided. This course is sold with the 
understanding that the publisher is not engaged in rendering legal, accounting, or other 
professional advice and assumes no liability whatsoever in connection with its use. Since laws 
are constantly changing, and are subject to differing interpretations, we urge you to do 
additional research and consult appropriate experts before relying on the information 
contained in this course to render professional advice. 
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By  

Danny C. Santucci 
The author is not engaged by this text, any accompanying electronic media, or lecture 
in the rendering of legal, tax, accounting, or similar professional services. While the 
legal, tax, and accounting issues discussed in this material have been reviewed with 
sources believed to be reliable, concepts discussed can be affected by changes in the 
law or in the interpretation of such laws since this text was printed. For that reason 
the accuracy and completeness of this information and the author's opinions based 
thereon cannot be guaranteed. In addition, state or local tax laws and procedural rules 
may have a material impact on the general discussion. As a result, the strategies 
suggested may not be suitable for every individual. Before taking any action, all 
references and citations should be checked and updated accordingly. 

This publication is designed to provide accurate and authoritative information 
in regard to the subject matter covered. It is sold with the understanding that the 
publisher is not engaged in rendering legal, accounting, or other professional 
service. If legal advice or other expert advice is required, the services of a 
competent professional person should be sought. 

—-From a Declaration of Principles jointly adopted by a committee of the 
American Bar Association and a Committee of Publishers and Associations. 

Copyright February 2014 
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Learning Objectives 

After reading the materials, participants will be able to: 
1. Identify affected taxpayers, categories of income and loss and passive 
losses under §469, list necessary §469 calculation steps, name the §469 & 
§1211 limits, and define the ordering and suspension of any disallowed 
losses. 
2. Recognize a taxpayer’s material participation in an activity by: 

a. Listing several material participation tests and demonstrating their 
application to entities such as partnerships and corporations; 
b. Stating the activity grouping rules noting exempt activities;  
c. Defining passive activity particularly, the treatment of rental activity 
as passive; and 
d. Identifying “nested” activities. 

3. Identify special passive loss rules and calculations by: 
a. Illustrating alternating use affects on amount realized and adjusted 
basis and listing additional loss limitations outside of §469; 
b. Listing five requirements for the special $25,000 allowance; and 
c. Stating recharacterization rules and their purpose. 

4. Recognize the passive activity audit guidelines identifying audit issues, 
define the real estate rental activity credit exception, and state the at-risk 
limit rules as they relate to §469. 
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