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Tax Memo Assignment 
[bookmark: _GoBack]Background 
The accountant for George’s software Inc. wants tax advice on handling items on income tax return. The business is a C Corporation, has a calendar year, and is a cash basis taxpayer. The business entertains clients as part of its strategy. It takes them to restaurants and football and basketball games. This also applies to customers in other locations. Top ten business development executives are also taken to lunch each quarter.  
Facts: 
· The business is a C Corporation 
· The business is a cash basis taxpayer
· The business entertains clients in all locations
· Top ten business development executives are taken to lunch each quarter 
Issue: 
How should you handle some items on the income tax return for the business? 
Relevant Authorities: 
Internal Revenue Service (IRS) Notice 2021-2025
Consolidated Appropriations Act 2021
Tax Cuts and Jobs Act 
IRS Publication 535 (2020)
Conclusion: 
The business can deduct the cost of meals for taking potential and existing clients to lunch. There are limitations on the cost and documentation requirements. The business cannot deduct cost for taking clients to football and basketball games. It makes a difference when food is provided. The business can deduct the cost of the meals for the employees when they are traveling away from home and not eating a meal with customers. The business can deduct the cost of quarterly lunch for the 2021 tax year. 
Analysis: 
The IRS notice 2021-2025 provides guidance on the highest limit for deducting business meals. The Consolidated Appropriations Act 2021 that business meal deductions can go from 50% to 100% when certain conditions are met. For example, the business owner must be present. The Tax Cuts and Jobs Act indicates that taking meals while traveling away from home is deductible by 50%. Apart from this, it indicated that there are no deductions for entertaining potential clients. According to the IRS publication 535 (2020), the cost of quarterly lunch is only deductible when meals are served in a non-entertainment venue. 
