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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. Updat-
ing practitioners on the practical aspects of §469, this course addresses the needed 
skill to handle these pragmatic issues. Fundamentals are reviewed, planning opportu-
nities 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. 
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Program Delivery Method: Self-Study (NASBA QAS Self-Study/interactive) 
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NASBA (CPA): Taxes. 
IRS (EA, OTRP): Federal Tax Law.  
 

Course Level, Prerequisites, and Advance Preparation Requirements  
Program Level: Overview.  
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Course Content  
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Instructions for taking this course  
Note: Downloading the PDF of this course will enable Bookmarks for easier navigation (on the 
left side of the document window, open the bookmarks pane). 

You must complete this course within one year of the date of purchase (if you do not complete 
the course within one year, contact us to determine whether an updated edition of the course 
is available, in which case we will provide you with a PDF of the updated course and the online 
exam at no charge).  

A passing grade of at least 70% is required on the final exam for this course.  You may retake 
the exam if you do not pass it on the first attempt (no charge). 

Complete the course by following the learning objectives listed on the following page, studying 
the text, and studying the review questions at the end of each major section (or at the end of 
the course). Once you have completed studying the course and you are confident that the learn-
ing objectives have been met, answer the final exam questions (online).  

 
Instructions for Taking the Final Exam Online 

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

Additional Information 
• The exam may be started, stopped, then resumed at a later date. 
• The exam is "open book," it is not timed, and it may be retaken if not passed 

on the first attempt (no charge).      
• Results (correct, incorrect answers) and certificate appear immediately upon 

passing the exam. 
•  CFP® and EA credits are reported weekly. 

 
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 and necessary §469 calculation steps and specify the 
§469 & §1211 limits and the ordering and suspension of any disallowed 
losses. 

2. Recognize a taxpayer’s material participation in an activity by: 

a. Identifying the material participation tests and their application to 
entities such as partnerships and corporations; 

b. Specifying the activity grouping rules and exempt activities;  

c. Determining passive activity particularly, the treatment of rental ac-
tivity as passive; and 

d. Identifying “nested” activities. 

3. Identify special passive loss rules and calculations by: 

a. Determining alternating use affects on amount realized and adjusted 
basis and citing additional loss limitations outside of §469; 

b. Recognizing requirements for the special $25,000 allowance; and 

c. Specifying recharacterization rules and their purpose. 

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

After studying the materials, answer the exam questions 1 to 15. 



 

 

 

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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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 in-
dividual. 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 com-
petent professional person should be sought. 
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American Bar Association and a Committee of Publishers and Associations. 
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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 pas-
sive losses under §469 and necessary §469 calculation steps and specify 
the §469 & §1211 limits and the ordering and suspension of any disal-
lowed losses. 
2. Recognize a taxpayer’s material participation in an activity by: 

a. Identifying the material participation tests and their application to 
entities such as partnerships and corporations; 
b. Specifying the activity grouping rules noting exempt activities;  
c. Determining 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. Determining alternating use affects on amount realized and ad-
justed basis and citing additional loss limitations outside of §469; 
b. Recognizing requirements for the special $25,000 allowance; and 
c. Specifying recharacterization rules and their purpose. 

4. Recognize the passive activity audit guidelines identifying audit is-
sues, determine the real estate rental activity credit exception, and cite 
the at-risk limit rules as they relate to §469. 
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