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Background:
George’s Software Inc. is a C corporation. Your corporation is also a year-end, cash basis taxpayer. The business entertains customers as an approach to win new business and maintain a relationship with the existing customers. The entertainment can involve taking the customers to a football or basketball game. At other times, it involves taking them to a restaurant for wining and dining. Many customers are in other states, so at times employees travel and stay a night or two near the location of the customers. In addition, at the turn of every quarter, the CEO takes the top ten business development executives to lunch to win more business contracts.
Facts:
· George's Software Inc. is a C corporation. 
· Your corporation is also a cash basis, year-end taxpayer.
· The company entertains customers as a technique for gaining new customers and maintaining relationships with existing ones.
· Customers can be entertained by taking them to a football or basketball game. At times, it entails taking them to a restaurant to wine and dine them.
· Given the distance between many consumers and the firm, staff may be required to travel to be near them for a night or two.
· In addition, every quarter, the CEO takes the top ten business development executives out to lunch in order to acquire new commercial contracts.
Issue:
Should George’s Software Inc. deduct expenses on travel meals or employer-provided meals and entertainment according to Regs § 1.274-2(b)(1)(i)?





Relevant Authorities:
IRC § 162
IRC § 274(a)
IRC §274(n)
IRC §275(m)
Regs § 1.274-2(b) (1)(i)
BJR CORP. v Commissioner of Internal Revenue, 1976, 67 TC 111 (1976). Tax Court & Board of Tax Appeals Reported Decisions (1924–2005).
Barry Knelman et ux. v. Commissioner, TC Memo 2000-268, Code Sec(s). 61; 162; 6662 (2000). Tax Court & Board of Tax Appeals Memorandum Decisions (1924–2005). 
Rapid, Electric Co., Inc. v. Commissioner, 61 TC 232 (1973). Tax Court & Board of Tax Appeals Reported Decisions (1924–2005).
Conclusion: 
Your company will not be able to deduct entertainment expenses made while pursuing new contracts or retaining existing clients. However, travel provided meals can be deducted up to 50% because they fall under the coverage of the new TCJA of 2017. Consequently, employer-provided meal expenses spent by the firm are likewise deductible because they entail legitimate business engagements as defined by law. As noted above, entertainment expenses have different before tax deduction provisions, despite the fact that they can be incurred at the same time.
Analysis:
[bookmark: _GoBack]The general rule for employer-provided meals is that meal expenses can be deducted up to a tune of 50% is directly related to the business or meet the business exceptions § 274(n)(1).  Also, the basic rule for travel-provided meals is a deduction of 50% of the otherwise allowable amount. One meal exception states that the drinks or beverages served should not be in any way lavish. Previously, the law provided that taxpayers may deduct 50% of meal costs; therefore, they maintained notwithstanding the elimination of the entertainment expenses deduction. A judicial authority (Barry Knelman et ux.) indicates that the court can disallow the half meal deduction if they were spent alongside rejected travel expenses as they are both living expenses.
The basic rule for entertainment costs is that deductions for activities classified as entertainment are forbidden unless there is a specific exception as specified in Section 274(e)(1) - (9). The term "entertainment" refers to any activity that involves entertainment, amusement and recreation. One exception is that costs for refreshments are provided to all workers in a cafeteria that is not subject to the deduction limitations in section 274. Furthermore, meal and entertainment charges are stated separately because the entertainment rejection criterion cannot be evaded by increasing the rate spent on meals. There is a legal authority (Rapid Electric Co, Inc.) that shows entertainment deductions can only be allowed under nine conditions and separately from meal and travel expenses.
The accountant for George’s Software Inc. should deduct the cost of meals for taking the existing and potential clients to lunch before tax payment. Despite the abolition of substantiation requirements for entertainment expenses by TCJA Section 13304(a)(2)(A), the documentation need for meals remains as given under Section 162. According to the judicial authorities for (BJR Corporation), a deduction disallowance is effective in the absence of sufficient documentation of trip expenditures.
The company cannot deduct the cost of sending clients to football or basketball events because these activities fall within entertainment charges, which have been fully repealed. IRC code 174(d) distinguishes between meals and entertainment activities; therefore whether or not food is served is crucial. It specifies that they are distinct elements, the expenses of which should be documented separately.
Furthermore, meal expenses connected to employees' business travel can be deducted, subject to section 274(d). However, as indicated in section 274(m), there are various limitations, such as expenses for an individual accompanying the taxpayer with no bona fide business purpose.  In addition, because it is part of legal meals, the corporation can only deduct 50% of the CEO's quarterly lunch. They are taken as direct commercial transactions, which are an essential aspect of the firm's operation.

