
Where to report your rental activity

No Sch E Rental

Yes Sch C Rental

No

No

Did you personally 

reside/stay at the 

property during the 

tax year?

Yes

Yes Non-taxable

Insubstantial Services: Substantial Services:

* heating and a/c * cleaning of rental portion while occupied

* water and gas * concierge services

* internet and wifi * guest tours and outings

* cleaning of common areas * meals and entertainment

* repairs/maintenance * transportation

* trash collection * other hotel-like services

* payment of HOA fees

Did you provide 

substantial services to 

guests?

Was the property 

rented 14 combined 

days or less?

Schedule E Rentals – Most common classification; occurs when a host does not provide “substantial services” 

to their guests. This income is not subject to self-employment tax.

Schedule C Rentals – A rental will typically fall into this category when “substantial services” are provided to 

guests, though there are other rare cases where this can occur. This income is subject to self-employment 

tax.

Non-Taxable Rentals – A rental may not be taxable (no matter how substantial the amount) if the (1) 

property was used by a host personally as a residence during the year, AND (2) it was not rented at a fair 

rental price for more than 14 combined days during the year. The only deductions allowed related to the 

rental will be otherwise deductible property taxes and mortgage interest (Sch. A). When this is the case 

special reporting procedures must be taken on your tax return to avoid IRS Form 1099 matching errors.



Is my rental a passive activity?

Yes

Yes    No Yes

Yes

No

No Yes Yes No

No No

Non-passive activity

Was the average rental 7 days or less?

Passive activity

Begin

Did you spend more than 500 hours in the 

activity?

Did you spend at least 100 hours, and more 

than anyone else?

Did you provide guests "significant personal 

services?"

Was the average rental 30 days or less?

Were you a material participant in any 5 of 

the last 10 years?



Vacation Home Rules:  is the taxpayer subject to these rules?

No

Yes

Yes

No

No

Yes

The taxpayer MUST allocate 

expenses between personal and 
rental days.  Rental expenses in 

excess of rental income may be 

deductible but are subject to the 

passive activity rules.

Did the taxpayer use their rental 

unit for personal purposes during 
the year (include use by family 

members other than those who 

paid a fair rental price, another co-

owner OR anyone who uses the 

unit at less than a fair

rental price)? 

Did the tax payer rent out the unit 

for fewer than 15 days during 
the year?

Did the taxpayer’s personal use 

exceed the greater of:
1) 14 days, or   2) 10% of the total

days the unit was rented to others

at a fair rental price?

The taxpayer is subject to the 

vacation home deduction 
limitation rules. Rental expenses 

are limited.  Expenses that are not 

deductible may be carried forward 

to a future year.

T he taxpayer is NOT subject to 
v acation home rules the tax payer 
may  be subject to passive activity 
loss l imitations and regular rental 

r eal estate rules may apply.

T he taxpayer does NOT have to 
include any of t he rent in income, 

but  cannot deduct any rental 
expenses.  Mortgage interest, real 
es t ate tax and casualty losses on 
t he unit should be included on 

Schedule A if the taxpayer 
it emizes.



What is deductible for my vacation home?

No

Yes

No

Was property rented less than 15 days? Yes

No

Yes

Interest is deductible on Schedule A if property 

is a qualified residence under IRC 

S163(f)(4)(A)(iii).  Real estate taxes are 

deductible on Schedule A.

Begin

Treat as personal residence.  Do not report rental 

income or rental epenses.  Report 100% of 

interest on Schedule A if it is a qualified 

residence under IRC S163(f)(4).  Report 100% of 

real estate taxes on Schedule A.

Was personal use of the property more than the 

greater of (1) 14 days, or (2) 10% of rental days?

Treat as rental property with personal use.  Prorate expenses 

between personal and rental use.  Report rental income and 

expense on Schedule E and personal taxes on Schedule A.  

Interest allocable to personal use is considered personal 

interest and is not deductible.

Was property rented (or held out 

for rental?

Treat as a vacation home.  Prorate expenses between personal and rental 

use.  Deduct personal portion of interest, taxes, and casualty losses on 

Schedule A.  Rental portion of interest, taxes, and casualty losses are not 

limited under IRC S280A.  Other rental deductions are limited to remaining 

gross income from the property and are subject to ordering rules. 

Carryovers are allowable.


