DECISION TREE

ARE MY BUSINESS MEALS AND ENTERTAINMENT EXPENSES DEDUCTIBLE?
RULES FOR DETERMINING DEDUCTIBILITY OF MEALS AND ENTERTAINMENT PROVIDED TO CLIENTS AND OTHER BUSINESS PEOPLE

' NO

If you answer NO
to any of the four
tests, then Meals

and
Entertainment
expense is

NOT DEDUCTIBLE.

YES

2
Was the meal or
entertainment
event directly
related to your
business?

AND

Was there
meaningful
business
discussion?

(0]

Was the meal or
entertainment
event held to get
new business or
encourage the
continuation of
business?

AND

Were you or an

employee present

at the meal or
entertainment
event?

3
Do you have proof
of the meals and
entertainment
expense?

AND

Can you establish
the time and place,
the business
purpose, and the
business
relationship of the
individuals
involved?

4
Was the meal or
entertainment
event reasonable
(i.e., not lavish or
extravagant) under
the circumstances?

In other words,
regardless of dollar
amount, were
deluxe meals and
entertainment
expenses
reasonable with
respect to your
type of clients?

DEDUCTIBLE*

ordinary and necessary

business expense mean?

Based on facts and circumstances,
an ordinary and necessary business
expense is an expense that is both
common and accepted in that type

of business and appropriate or
helpful in that type of business.

*Under current law, businesses can only deduct 50% of meals and entertainment provided to clients and other

business people.
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