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EFFECTIVE DATE OF 2010 AMENDMENT

Pub. L. 111-312, title VII, §744(b), Dec. 17, 2010, 124
Stat. 3319, provided that: ‘“The amendment made by
this section [amending this section] shall apply to pro-
ductions commencing after December 31, 2009.”’

EFFECTIVE DATE OF 2008 AMENDMENT

Pub. L. 110-343, div. C, title V, §502(e), Oct. 3, 2008, 122
Stat. 3877, provided that:

‘(1) IN GENERAL.—Except as otherwise provided in
this subsection, the amendments made by this section
[amending this section and section 199 of this title]
shall apply to qualified film and television productions
commencing after December 31, 2007.

‘(2) DEDUCTION.—The amendments made by sub-
section (c¢) [amending section 199 of this title] shall
apply to taxable years beginning after December 31,
2007.”

EFFECTIVE DATE OF 2005 AMENDMENT

Amendment by Pub. L. 109-135 effective as if included
in the provision of the American Jobs Creation Act of
2004, Pub. L. 108-357, to which such amendment relates,
see section 403(nn) of Pub. L. 109-135, set out as a note
under section 26 of this title.

EFFECTIVE DATE

Pub. L. 108-357, title II, §244(c), Oct. 22, 2004, 118 Stat.
1447, provided that: ‘“The amendments made by this
section [enacting this section] shall apply to qualified
film and television productions (as defined in section
181(d)(1) of the Internal Revenue Code of 1986, as added
by this section) commencing after the date of the en-
actment of this Act [Oct. 22, 2004].”’

[§ 182. Repealed. Pub. L. 99-514, title IV, §402(a),
Oct. 22, 1986, 100 Stat. 2221]

Section, added Pub. L. 87-834, §21(a), Oct. 16, 1962, 76
Stat. 1063; amended Pub. L. 94455, title XIX,
§1906(b)(13)(A), Oct. 4, 1976, 90 Stat. 1834, authorized de-
duction of expenditures by farmers for clearing land.

EFFECTIVE DATE OF REPEAL

Pub. L. 99-514, title IV, §402(c), Oct. 22, 1986, 100 Stat.
2221, provided that: ‘“The amendments made by this
section [amending sections 263 and 1252 of this title and
repealing this section] shall apply to amounts paid or
incurred after December 31, 1985, in taxable years end-
ing after such date.”

§ 183. Activities not engaged in for profit
(a) General rule

In the case of an activity engaged in by an in-
dividual or an S corporation, if such activity is
not engaged in for profit, no deduction attrib-
utable to such activity shall be allowed under
this chapter except as provided in this section.

(b) Deductions allowable

In the case of an activity not engaged in for
profit to which subsection (a) applies, there
shall be allowed—

(1) the deductions which would be allowable
under this chapter for the taxable year with-
out regard to whether or not such activity is
engaged in for profit, and

(2) a deduction equal to the amount of the
deductions which would be allowable under
this chapter for the taxable year only if such
activity were engaged in for profit, but only to
the extent that the gross income derived from
such activity for the taxable year exceeds the
deductions allowable by reason of paragraph
(D).
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(¢) Activity not engaged in for profit defined

For purposes of this section, the term ‘‘activ-
ity not engaged in for profit” means any activ-
ity other than one with respect to which deduc-
tions are allowable for the taxable year under
section 162 or under paragraph (1) or (2) of sec-
tion 212.

(d) Presumption

If the gross income derived from an activity
for 3 or more of the taxable years in the period
of 5 consecutive taxable years which ends with
the taxable year exceeds the deductions attrib-
utable to such activity (determined without re-
gard to whether or not such activity is engaged
in for profit), then, unless the Secretary estab-
lishes to the contrary, such activity shall be
presumed for purposes of this chapter for such
taxable year to be an activity engaged in for
profit. In the case of an activity which consists
in major part of the breeding, training, showing,
or racing of horses, the preceding sentence shall
be applied by substituting 2 for ‘3”7 and 7
for 5.

(e) Special rule

(1) In general

A determination as to whether the presump-
tion provided by subsection (d) applies with re-
spect to any activity shall, if the taxpayer so
elects, not be made before the close of the
fourth taxable year (sixth taxable year, in the
case of an activity described in the last sen-
tence of such subsection) following the taxable
year in which the taxpayer first engages in the
activity.

(2) Initial period

If the taxpayer makes an election under
paragraph (1), the presumption provided by
subsection (d) shall apply to each taxable year
in the 5-taxable year (or 7-taxable year) period
beginning with the taxable year in which the
taxpayer first engages in the activity, if the
gross income derived from the activity for 3
(or 2 if applicable) or more of the taxable years
in such period exceeds the deductions attrib-
utable to the activity (determined without re-
gard to whether or not the activity is engaged
in for profit).

(3) Election

An election under paragraph (1) shall be
made at such time and manner, and subject to
such terms and conditions, as the Secretary
may prescribe.

(4) Time for assessing deficiency attributable
to activity

If a taxpayer makes an election under para-
graph (1) with respect to an activity, the stat-
utory period for the assessment of any defi-
ciency attributable to such activity shall not
expire before the expiration of 2 years after
the date prescribed by law (determined with-
out extensions) for filing the return of tax
under chapter 1 for the last taxable year in the
period of 5 taxable years (or 7 taxable years) to
which the election relates. Such deficiency
may be assessed notwithstanding the provi-
sions of any law or rule of law which would
otherwise prevent such an assessment.
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