KINCAID AND FORSTHOEFEL CPA’s, INC.
MEALS & ENTERTAINMENT BUSINESS DEDUCTION 

FREQUENTLY ASKED QUESTIONS
I was not aware that any meals or entertainment expenses were 100% deductible.  How do I know the difference between a 50% and 100% deductible meal? 
The Tax Code has three basic categories that apply to the 50% limitations.  They are: 
1. Entertaining clients or customers. 
2. Business meals away from home. 
3. Attending business conventions, meetings or luncheons. 
Chances are if your expense does not fit into one of these categories, it can be fully deducted. 
What are some examples of expenses that are 100% deductible? 
The following expenses would qualify for a full deduction: 
1. Meals provided to employees related to social or recreational activities.  For instance, a company Christmas party, annual picnic, or retirement party would all be fully deductible provided that they include a nondiscriminatory class of employees. 
2. Meals that are provided to employees for the convenience of the employer.  These could include meals provided due to short lunch periods, unavailability of nearby eating facilities, necessity of employees being available at all times for emergency phone calls, and meals furnished to food service employees during and immediately before or after their working hours.  Also, meals provided to employees immediately after working hours that would have been provided during working hours for a business purpose, except work duties prevented employees from eating during working hours are included in the 100% deductibility category.   
3. If a meal is provided to more than half of the employees for the employer's convenience, the employer can then deduct meals provided to all employees at 100%. 
4. “De minimis” fringe benefits meals also qualify for the 100% deduction.  This includes meals that are provided infrequently or cost so little that it is not worth the time spent to fully account for them.  Examples would be an occasional meal or meal money provided to employees who work late hours or perform work-related duties outside the normal workday, or coffee and doughnuts.  
5. Under the de minimis rule, 100% deductibility may also be allowed for meals provided to “promote goodwill, boost morale, or attract prospective employees.” 
6. Meals provided to several prospective clients at one time at which a marketing presentation is made are also 100% deductible. 
The IRS only allows a 50% deductions for meals and entertainment.  Why do I have to keep such detailed documentation? 
It's true that most business expenses for meals and entertainment are only deductible at 50%.  However, some of these expenses are fully deductible.  The documentation is necessary in the event of an audit.  Whether your expense is 50% or 100% deductible, you would hate to have a portion of these deductions disallowed because of lack of documentation. 
Please contact us if you would like more information about this business deduction.
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