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Instructions for Form 8810

Corporate Passive Activity Loss and Credit Limitations

(Section references are to the Internal Revenue Code unless otherwise noted.)

Paperwork Reduction Act
Notice

We ask for the information on this form
to carry out the Internal Revenue laws of
the United States. You are required to
give us the information. We need it to
ensure that you are complying with
these laws and to allow us to figure and
coliect the right amount of tax.

The time needed to complete and file
this form will vary depending on
individual circumstances. The estimated
average time is:

Recordkeeping. 25 hrs., 21 min.
Learning about the law
or the form . . 5 hrs.,, 22 min.
Preparing and sending
the form to the IRS . 6 hrs., 1 min.

If you have comments concerning the
accuracy of these time estimates or
suggestions for making this form more
simple, we would be happy tc hear from
you. You can write to both the IRS and
the Office of Management and Budget
at the addresses listed in the
instructions for the tax return with which
this form s filed.

Changes To Note

® For tax years 1987 through 1990, the
passive activity loss and credit
limitations were phased in by allowing a
declining percentage of the losses and
credits from pre-enactment interests in
passive activities. Starting n 1991,
passive activity losses are allowed only
to the extent of passive activity income
(and, for closely held corporations, net
active income). Passive activity credits
are allowed only to the extent of the tax
attributable to net passive income (and,
for closely held corporations, the tax
attributable to net active income).

® The Revenue Reconciliation Act of
1990 added the enhanced oil recovery
credit to the general business credit.
This credit is subject to the passive
activity credit rules.

General Instructions

Purpose of Form

Form 8810 is used by closely held
corporations and personal setvice
corporations to figure the amount of any

passive activity loss or credit for the
current tax year and the amount of
losses and credits from passive activities
allowed on the corporation’s tax return.

A personal service corporation has a
passive activity loss for the year if the
total losses (including prior year
unallowed losses) from all of its passive
activities exceed the total income from
all of its passive activities. A closely held
corporation has a passive activity loss
for the year if the total losses (including
prior year unallowed losses} from all of
its passive activities exceed the sum of
the total income from all of its passive
activities and its net active income.

A personal service corporation has a

spassive activity credit for the year if its
credits from passive activities (including
prior year unallowed credits) exceed the
tax attributable to net passive income. A
closely held corporation has a passive
activity credit for the year if its credits
from passive activities (including prior
year unallowed credits) exceed the sum
of the tax attributable to net passive
income and the tax attributable to net
active income.

There are two kinds of passive
activities: trade or business activities in
which the corporation did not materially
participate for the tax year, and rental
activities regardless of its participation.
See Trade or Business Activities on
page 3 and Rental Activities on page 4.

For more information, see Pub. 925,
Passive Activity and At-Risk Rules.

Who Must File

Form 8810 is filed by personal service
corporations and closely held
corporations that have losses or credits
from passive activities. A “personal
service corporation” is a corporation
{other than an S corporation} that is a
personal service corporation for the tax
year (as defined in Temporary
Regulations section 1.441-4T(d)). A
“closely held corporation” 1s a
corporation (other than an S corporation)
that meets the stock ownership
requirements of section 542(a)(2) (as
modified by section 465(a)(3)) for the tax
year and is not a personal service
corporation for the tax year.

Cat. No. 10357k

Meaning of Terms

Except as otherwise indicated, the
following terms in these instructions
have the following meanings:

Net income means the excess of
current year income over current year
deductions from the activity. This
includes any current year gains or losses
from the disposition of assets or an
interest in the activity.

Net loss means the excess of current
year deductions over current year
income from the activity. This includes
any current year gains or losses from the
disposition of assets or an interest in the
activity.

Overall gain means the excess of the
“net income” from the activity over the
prior year unallowed losses from the
activity,

Overall loss means the excess of the
prior year unallowed losses from the
activity over the “net income” from the
activity or the prior year unallowed
losses from the activity plus the “net
loss” from the activity.

Prior year unallowed losses means the
deductions and losses from an activity
that were disailowed under the passive
activity loss limitations in a prior year
and carried forward to this tax year
under section 469(b). See Temporary
Regulations section 1.469-1T(f}(4).

Coordination With Other
Limitations

Losses from passive activities generally
are subject to other applicable
limitations (for example, basis and at-risk
limitations) before they are subject to the
passive loss limitations. Once a loss
becomes allowable under these other
limitations, the corporation must
determine whether the loss is limited
under the passive loss rules. See Form
6198, At-Risk Limitations, for details on
the at-risk rules. Capital losses that are
allowable under the passive loss rules,
however, may be limited under section
1211(a). Similarly, percentage depletion
deductions that are allowable under the
passive loss rules may be limited under
section 613A(d).

Special Rules for
Consolidated Group

The passive activity loss and passive
activity credit of an affiliated group of
corporations filing a consolidated return
for the tax year (a consolidated group)
are determined by taking into account
the foilowing items of each member of
the group.

® Passive activity gross income and
deductions; and

® Gain or loss on dispositions; and

e Net active income (for a consolidated
group treated as a closely held
corporation); and



® Credits from passive activities.

Identifying The Corporation’s
Activities

Generally, each undertaking the
corporation owns is a separate activity.
The corporation can own an undertaking
either directly or through a partnership,
an estate, or a trust, but not through
another corporation.

An undertaking includes all the
business or rental operations the
corporation owns at the same location
either directly or through the same
partnership, estate, or trust. Operations
are conducted at the same location if
they are conducted in the same physical
structure or within ciose proximity of one
another. Operations not actually
conducted at a fixed location are treated
as conducted at the location with which
they are most closely associated under
all the facts and circumstances. For
example, if a business sends employees
from a central office to perform services
at customers’ homes, the operations are
treated as conducted at the central
office. If the corporation conducts all its
business (that I1s, nonrental) operations
at the same location directly or through
one entity, it has only one undertaking
and one activity.

If the corporation owns an undertaking
that conducts both rental and nonrental
operations, it must treat the two types of
operations as two separate undertakings
unless: (a) the rental operations, if
treated as a separate activity, would not
be a rental activity (see Rental Activities
on page 4); or (b} one type of operation
predominates over the other {that is, one
type of operation produces more than
80% of the combined undertaking’s
gross income).

Once the corporation identifies its
undertakings, it must treat each
undertaking as a separate activity uniess
one of the following rules requires or
permits it to combine undertakings into
a larger activity.

Trade or business undertakings.—The
corporation generally must combine
trade or business undertakings into a
larger activity if the undertakings are
similar and commonly controlled. For
details, see Temporary Regulations
sections 1.469-4T(f) and (j). Trade or
business undertakings include all
nonrental undertakings except
professional service undertakings
(described in the next paragraph) and oil
or gas wells treated as separate
undertakings under Temporary
Regulations section 1.469-4T(e). Trade or
business activities that constitute an
integrated business may have to be
combined into a larger activity under
Temporary Regulations section
1.489-4T(g).

Professional service undertakings.—
Professional service undertakings
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principally provide services in the fields
of heaith, law, engineernng, architecture,
accounting, actuarial science, the
performing arts, or consulting. Generally,
the corporation must combine its
Interests in professional service
undertakings into a single activity if the
undertakings provide services in the
same field or earn more than 20% of
their gross income from serving the
same customers, or if the undertakings
are controlled by the same interests. For
details, see Temporary Regulations
section 1.469-4T{h).

The corporation can elect to treat
combined nonrental undertakings as
separate activities for purposes other
than determining participation in
activities. To make this election, the
corporation must attach to its return a
statement that: (a) gives its name,
address, and employer identification
number; (b) declares that the election is
being made under Temporary
Regulations section 1.469-4T(o); (c)
identifies the undertaking it is treating as
a separate activity; and (d) identifies the
rest of the activity from which it is
separating the undertaking.

If undertakings the corporation
acquired in 1991 would otherwise be
combined into a larger activity, the
corporation must attach this statement
to its 1991 return or it will not be able to
treat the undertakings as separate

,activities for 1991 or any later year. For
details, see Temporary Reguiations
section 1.469-4T(0).

if undertakings the corporation
acquired in a previous year were
combined into a larger activity on a prior
year tax return, the larger activity cannot
be divided into separate activities in
1991 or any later year.

Rental real estate undertakings.—A
rental real estate undertaking is a rental
undertaking in which at least 85% of the
unadjusted basis of the property made
available for use by customers Is real
property. In general, each rental real
estate undertaking Is a separate activity.
However, the corporation may combine
separate rental real estate undertakings
into the same activity. Under certain
circumstances, it may also divide a
single rental real estate undertaking into
separate undertakings. For details, see
Temporary Regulations section
1.469-4T(k)(2)(ii). The corporation can
then treat each separate undertaking as
a separate activity or combine the
separate undertakings with other
undertakings to identify its real estate
activities.

The corporation generally must attach
a statement to its return if it combines
separate rental real estate undertakings
or portions of undertakings into the
same activity or divides a single rental
real estate undertaking into separate
undertakings. If the corporation wants to
divide a single rental real estate

undertaking it acquired in 1991 into
separate undertakings, it must attach
this statement to its 1991 return or it will
not be able to treat the undertaking as
separate undertakings for 1991 or any
later year.

if the corporation divided a single
rental real estate undertaking it acquired
in a previous year into separate
undertakings on a prior year tax return,
the undertakings must be treated as
separate undertakings in 1991 and any
later year.

Furthermore, if the corporation
combined rental real estate undertakings
it acquired in a previous year into a
larger activity on a prior year tax return,
the larger activity cannot be divided into
separate activities in 1991 or any later
year.

Other rental undertakings.—The
corporation may not combine or divide
its rental undertakings, other than rental
real estate undertakings. It must treat
each rental undertaking that is not a
rental real estate undertaking as a
separate activity.

Publicly traded partnerships (PTPs).—
The corporation may not combine
operations held through a PTP with any
other operations it owns, including
operations it holds through anather PTP.
For details, see Publicly Traded
Partnerships (PTPs) on page 9 and
Temporary Regulations section
1.469-4T(n).

Activities of a consolidated group.—If
an affiliated group of corporations files a
consolidated return, the group must
determine its activities and the activities
of each member as if the consolidated
group were one taxpayer. For details,
see Temporary Reguiations section
1.469-4T(m).

Activities That Are Not
Passive Activities

The following are not passive
activities:

1. Trade or business activities in which
the corporation materially participated
for the tax year.

2. An interest in an oil or gas well
drilled or operated under a working
interest if at any time during the tax year
the corporation held the working interest
directly or through an entity that did not
limit the corporation’s liability (such as a
general partner interest in a partnership).
This exception applies regardiess of
whether the corporation materially
participated in the activity for the tax
year.

if, however, the corporation’s liability
was not unlimited for the entire year (for
example, the corporation converted its
general partner interest to a limited
partner interest during the year}, some of
the corporation’s income and losses
from the working interest may be treated



as passive activity gross income and
passive activity deductions. See
Temporary Regulations section
1.469-1T(e)(4)(ii).

3. An activity of trading personal
property for the account of owners of
interests in the activity. See Temporary
Regulations section 1.469-1T(e)}6).

Income, losses, and credits from these
activities should not be entered on Form
8810 but may be subject to limitations
other than the passive activity loss and
credit rules.

Trade or Business Activities

An activity I1s a trade or business activity
if the activity:
1. Is not a rental activity; and

2. Involves the conduct of business
and rental operations that are not
incidental to an activity of holding
property for investment.

“Business and rental operations” are
endeavors engaged in for profit or for
the production of income that satisfy
one or more of the following conditions:

1. They involve the conduct of a trade
or bustness (i.e., deductions wouid be
allowable under section 162 if other
limitations, such as the passive loss
rules, did not apply) or are conducted in
anticipation of the endeavors becoming
a trade or business;

2. They involve making tangible
property available for use by customers,;
or

3. Research or experimental
expenditures in the activity are
deductible under section 174 (or would
be if you chose to deduct rather than to
capitalize them).

Material or Significant
Participation

Personal service corporations and
closely held corporations materially or
significantly participate in an activity of
the corporation if one or more
individuals, each of whom would
materially or significantly participate in
the activity if the corporation’s activity
were the individual’s activity, directly or
indirectly own more than 50 percent (by
value} of the corporation’s outstanding
stock.

For this purpose, an individual’s
participation in all activities other than
activities of the corporation is
disregarded.

A closely held corporation also
materially participates in an activity if the
corporation satisfies the requirements of
section 465(c)(7)(C) (without regard to (iv)
for the “qualifying business” exception
from the at-risk limitations).

These requirements are met if:

1. During the entire 12-month period
ending on the last day of the tax year,
substantially all of the services of at

least one full-time employee of the
corporation were in the active
management of the activity;

2. During the same period,
substantially all of the services of at
least three full-time nonowner
employees were directly related to the
activity; and

3. The deductions attributable to the
activity and allowed solely under
sections 162 and 404 exceed 15% of
the gross income from the activity for
the tax year.

Participation, for purposes of the
material participation tests listed below,
generally includes any work the
individual did (without regard to the
capacity in which the individual did it) in
connection with an activity in which the
corporation owned an interest at the
time the individual did the work. Work is
not treated as participation, however, if
the work Is npt work that an owner of
that type of activity would customarily
do, and if one of the individual’s main
reasons for doing the work is to avoid
the disallowance of losses or credits
from the activity under the passive loss
and credit rules.

Work the individual did as an investor
in an activity is not treated as
participation uniess the individual was
directly involved in the day-to-day
management or operations of the
activity. Work done as an investor

sincludes:

1. Studying and reviewing financial
statements or reports on operations of
the activity.

2. Preparing or compiling summaries
or analyses of the finances or operations
of the activity for the individual's own
use.

3. Monitoring the finances or
operations of the activity in a
nonmanagerial capacity.

If the individual is married for the tax
year, the individual's participation in an
activity includes any participation in the
activity during the tax year by that
individual's spouse, whether or not the
spouse owned any interest in the activity
and whether or not the individual and
spouse file a joint return for the tax year.

An individual would materially
participate in an activity of the
corporation if one or more of the
following tests are satisfied:

1. The individual participated in the
activity for more than 500 hours.

2. The individual’s participation in the
activity for the tax year (including
individuals who did not own any interest
in the activity) was substantially all of the
participation in the activity of all
individuals for the year.

3. The individual participated in the
activity for more than 100 hours during
the tax year, and that individual
participated at least as much as any

other individual (including individuals
who did not own any interest in the
activity) for the year.

4. The activity is a significant
participation activity for the individual for
the tax year, and the individual
participated in all significant participation
activities during the year for more than
500 hours. A significant participation
activity is any trade or business activity
in which the individual participated for
more than 100 hours during the year
and in which the individual did not
materially participate under any of the
material participation tests (other than
this test 4).

For this purpose, an individual’s
participation in all activities other than
activities of the corporation is
disregarded.

5. The individual materially
participated in the activity for any 5
{whether or not consecutive) of the 10
preceding tax years. When determining
whether the individual materially
participated in tax years beginning
before 1987, the individual materially
participated only if the individual
participated for more than 500 hours
during the tax year.

6. The activity is a personal service
activity in which the individual materially
participated for any 3 {whether or not
consecutive) preceding tax years. When
determining whether the individual
materially participated for tax years
beginning before 1987, the individual
materially partictpated only if the
individual participated for more than 500
hours during the tax year.

An activity is a personal service
activity if it invoives the performance of
personal services in the fields of health,
law, engineering, architecture,
accounting, actuarial science,
performing arts, consulting, or any other
trade or business in which capital is not
a material income-producing factor.

7. Based on all of the facts and
circumstances, the individual
participated in the activity on a regular,
continuous, and substantial basis during
the tax year.

The individual did not materially
participate in the activity under this
seventh test, however, if the individual
participated in the activity for 100 hours
or less during the year. Participation in
managing the activity does not count in
determining whether the individual
materially participated under the test if:

a. Any person (except that individual)
received compensation for performing
services in the management of the
activity; or

b. Any person in the activity spent
more hours during the tax year than that
individual spent performing services in
the management of the activity
(regardless of whether the individual was

Page 3



compensated for the management
services).

Proof of participation.—Participation in
an activity can be proved by any
reasonable means. Contemporaneous
daily time reports, logs, or similar
documents are not required if
participation can be established by other
reasonable means. Reasonable means
for this purpose may include, but are not
limited to, the identification of services
performed over a period of time and the
approximate number of hours spent
performing the services during that
period, based on appointment books,
calendars, or narrative summaries.

Limited partners.—Generally, a limited
partner cannot materially participate in
an activity. However, the corporation is
considered to matenally participate in an
activity in which it holds a limited partner
Interest if one or more individuals, each
of whom would materially participate in
the activity under test 1, 5, or 6 for the
tax year if the corporation’s activity were
the individual’s activity, directly or
indirectly own more than 50 percent {by
value) of the corporation’s outstanding
stock.

The corporation is not treated as a
limited partner, however, if the
corporation was a general partner in the
partnership at all times during the
partnership's tax year ending with or
within the corporation’s tax year {(or, if
shorter, during the portion of the
partnership's tax year in which the
corporation directly or indirectly owned a
limited partner interest).

Participation of consolidated group.—
See Temporary Regulations section
1.469-1T(h){4) for rules for determining
whether a consolidated group matenally
or significantly participates.

How To Report Income,
Deductions, Losses, and Credits
From Trade or Business Activities

Trade or business activities with
material participation.—If the
corporation materially participated in a
trade or business activity, the activity is
not a passive activity. Report the
income, deductions, losses, and credits
from the activity on the form or schedule
normally used.

Trade or business activities without
material participation.—In general, use
Worksheets 1 and 2 on page 7 to
determine the amount to enter in Part |
of Form 8810 for each trade or business
activity in which the corporation did not
materially participate. If, however, the
corporation held the activity through a
PTP or the activity is a significant
participation activity, special rules apply.
See Publicly Traded Partnerships
(PTPs) on page 9. See Pub. 925 for how
to report Income or losses from
significant participation passive
activities.
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If the corporation has credits from
passive activities, generally use
Worksheet 5 on page 10 to figure the
amount to enter in Part Il of Form 8810.
However, if the corporation held the
activity through a PTP, special ruies
apply. See Credits From PTPs on page
11 for how to report credits from these
activities.

Rental Activities

A rental activity is a passive activity even
if the corporation matenally participated
in the activity.

An activity is a rental activity if
tangible property (real or personal) is
used by customers or held for use by
customers, and the gross income (or
expected gross income) from the activity
represents amounts paid (or to be paid)
mainly for the use of the property,
regardiess of whether the use is under a
lease, a servige contract, or some other
arrangement that 1s not called a lease.

However, if the corporation meets any
one of the six exceptions listed below,
the rental of the property ts not treated
as a rental activity. See How To Report
Income, Deductions, Losses, and
Credits From the Activities on page 5 if
the corporation meets any of the
exceptions.

Exceptions

An activity 1s not a rental activity if:

1. The average period of customer
use of the rental property is seven days
or less.

Figure the average period of
customer use for a class of property by
dividing the total number of days n all
rental periods by the number of rentals
during the tax year. If the activity
involves renting more than one class of
property, multiply the average period of
customer use of each class by the ratio
of the gross rental income from that
class to the activity's total gross rental
income. The activity’s average period of
customer use equals the sum of these
class-by-class average periods weighted
by gross income. See Temporary
Regulations section 1.469-1T(e)(3)(iii).

2. The average period of customer
use (see definition in 1 above ) of the
rental property is 30 days or less and
significant personal services were
provided in connection with making the
rental property available for customer
use.

Significant personal services include
only services performed by individuals.
In determining whether personal services
are significant, ali of the relevant facts
and circumstances are taken into
consideration. Facts and circumstances
include the frequency of the services,
the type and amount of labor required to
perform the services, and the value of
the services relative to the amount
charged for the use of the property.

Significant personai services do not
include excluded services. See
Temporary Regulations section
1.469-1T(e)(3)(iv}(B).

3. Extraordinary personal services
were provided in connection with making
the rental property available for
customer use.

Services provided In connection with
making rental property available for
customer use are extraordinary
personal services only if the services
are performed by individuals and the
customers’ use of the rental property is
incidental to their receipt of the
services.

4. The rental of the property 1s
incidental to a nonrental activity.

The rental of property is incidental to
an activity of holding property for
investment if the main purpose for
holding the property is to realize a gain
from the appreciation of the property
and the gross rental income is less than
2% of the smaller of the unadjusted
basis of the property or the fair market
value of the property.

Unadjusted basis means the cost of
the property without regard to
depreciation deductions or any other
adjustment described 1n section 1016
that reduces basis.

The rental of property I1s incidental to
a trade or business activity if:

a. The corporation owned an interest
in the trade or business activity at all
times during the year;

b. The rental property was mainly
used in the trade or business activity
during the tax year or dunng at least 2
of the 5 preceding tax years; and

¢. The gross rental iIncome from the
property is less than 2% of the smaller
of the unadjusted basis of the property
or the fair market value of the property.

Lodging provided for the employer's
convenience to an employee or the
employee’s spouse or dependents is
incidental to the activity or activities in
which the employee performs services.

5. The corporation customarily makes
the rental property available during
defined business hours for nonexclusive
use by various customers.

6. The corporation provides property
for use in a nonrental activity of a
partnership or joint venture in its
capacity as an owner of an interest in
such partnership or joint venture.

For example, if a partner contributes
the use of property to a partnership,
none of the partner’s distributive share
of partnership income is income from a
rental activity uniess the partnership is
engaged in a rental activity. in addition,
a partner's gross income attributable to
a guaranteed payment under section
707(c) is not income from a rental
activity. The determination of whether
the property used in the activity is



provided in the partner's capacity as an
owner of an interest in the partnership is
made on the basis of all the facts and
circumstances.

How To Report Income,
Deductions, Losses, and Credits
From the Activities

If the corporation meets any of the six
exceptions listed above, the
corporation’s rental of the property I1s not
a rental activity. The corporation then
must determine whether the rental of the
property is a trade or business activity
and, if so, whether the corporation
materially participated or significantly
participated in the activity for the tax
year. (See Trade or Business Activities
and Material or Significant
Participation on page 3.) To report
income, deductions, losses, or credits
from a trade or business activity in
which the corporation did not matenally
participate, see Trade or business
activities without material
participation on page 4.

if the corporation meets any of the six
exceptions listed above and the activity
is a trade or business activity in which
the corporation materially participated,
report any income, deduction, loss, or
credit from the activity on the forms or
schedules normally used.

If the corporation did not meet any of
the six exceptions, the rental activity is a
passive activity. Special rules apply if the
corporation conducted the rental activity
through a publicly traded partnership
(PTP) or if any of the rules described in
Recharacterization of Passive Income
apply. See the PTP rules on page ¢ and
Recharacterization of Passive Income
beiow.

If none of the special rules apply, use
Worksheets 1 and 2 on page 7 to
determine the amount to enter in Part |
of Form 8810 for each rental activity. If
the corporation has credits from rental
activities, use Worksheet 5 on page 10
to figure the amount to enter in Part il of
Form 8810.

Passive Activity Income and
Deductions

Take into account only passive activity
income and passive activity deductions
in determining the corporation’s overall
gain or overall loss from all passive
activities or any passive activity. To
compute its passive activity loss, a
closely held corporation subtracts both
passive activity income and net active
income from its passive activity
deductions. See the definition of net
active income on page 6.

Passive Activity Income

Passive activity income includes all
income from passive activities, including
(with certain exceptions described in
Temporary Regulations section

1.469-2T(c)(2)) gain from the disposition
of an interest in a passive activity or
property used in a passive activity at the
time of the disposition.

Passive activity income does not
include the following:

e Income from an activity that is not a
passive activity. See Activities That Are
Not Passive Activities on page 2.

e Portfolio income, including interest,
dividends, annuities, and royaities not
derived in the ordinary course of a trade
or business, and gain or loss from the
disposition of property that produces
those types of income or 1s held for
investment. See Temporary Regulations
section 1.469-2T(c)3).

¢ Personal service income, including
commissions and income from trade or
business activities in which the
corporation materially participated for
the tax year. See Temporary Regulations
section 1.469-2T(c)4).

¢ [ncome from positive section 481
adjustments allocated to activities other
than passive activities. See Temporary
Regulations section 1.469-2T(c)(5).

® Income or gain from investments of
working capital in an activity.

& Income from an oil or gas property if
the corporation treated any loss from a
working interest in the property for any
tax year beginning after 1986 as a
nonpassive loss under the rule excluding
working interests in oil and gas wells
,from passive activities. See Temporary
Regulations section 1.469-2T(c)6).

® Income treated as income that is not
passive activity iIncome under Temporary
Regulations section 1.469-2T(f). See
Recharacterization of Passive income
below.

e QOverall gain from any interest in a
publicly traded partnership. See Publicly
Traded Partnerships (PTPs) on page 9.

e State, local, and foreign income tax
refunds.

® Any reimbursement of a casualty or
theft loss included in income to recover
ali or part of a prior year loss deduction,
if the deduction for the loss was not
treated as a passive activity deduction.

Passive Activity Deductions

Passive activity deductions include all
deductions from activities that are
passive activities for the tax year and all
deductions from passive activities that
were disallowed under the passive loss
rules in prior tax years and carried
forward to the tax year under section
469(b). See Temporary Regulations
section 1.469-1T(f)(4).

Passive activity deductions include
losses from dispositions of property
used In a passive activity at the time of
the d