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Reg. Section 1.183-1(a)
Activity not engaged in for profit.

(@) In general. Section 183 provides rules relating to the allowance of deductions in the case of
activities (whether active or passive in character) not engaged in for profit by individuals and
electing small business corporations, creates a presumption that an activity is engaged in for
profit if certain requirements are met, and permits the taxpayer to elect to postpone determination
of whether such presumption applies until he has engaged in the activity for at least 5 taxable
years, or, in certain cases, 7 taxable years. Whether an activity is engaged in for profit is
determined under section 162 and section 212(1) and (2) except insofar as section 183(d) creates
a presumption that the activity is engaged in for profit. If deductions are not allowable under
sections 162 and 212(1) and (2), the deduction allowance rules of section 183(b) and this section
apply. Pursuant to section 641(b), the taxable income of an estate or trust is computed in the
same manner as in the case of an individual, with certain exceptions not here relevant.
Accordingly, where an estate or trust engages in an activity or activities which are not for profit,
the rules of section 183 and this section apply in computing the allowable deductions of such
trust or estate. No inference is to be drawn from the provisions of section 183 and the regulations
thereunder that any activity of a corporation (other than an electing small business corporation) is
or is not a business or engaged in for profit. For rules relating to the deductions that may be taken
into account by taxable membership organizations which are operated primarily to furnish
services, facilities, or goods to members, see section 277 and the regulations thereunder. For the
definition of an activity not engaged in for profit, see §1.183-2. For rules relating to the election
contained in section 183(e), see §1.183-3.
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