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Meals Continue to be Deductible under New IRS Guidance 
 
The IRS recently issued guidance clarifying that taxpayers may generally continue to deduct 50% of the 
food and beverage expenses associated with operating their business, despite changes to the meals and 
entertainment expense deduction under Sec. 274 made by the Tax Cuts and Jobs Act (TCJA). According 
to the IRS, the amendments specifically deny deductions for expenses for entertainment, amusement, or 
recreation, but do not address the deductibility of expenses for business meals. This omission has 
created considerable confusion in the business community, which the IRS is addressing in this interim 
guidance. Taxpayers can rely on the guidance in the notice until the IRS issues proposed regulations. 
 
Under the interim guidance, taxpayers may deduct 50% of an otherwise allowable business meal 
expense if: 
 

1) the expense is an ordinary and necessary business expense under Sec. 162(a) paid or incurred 
during the tax year when carrying on any trade or business; 

 
2) the expense is not lavish or extravagant under the circumstances; 

 
3) the taxpayer, or an employee of the taxpayer, is present when the food or beverages are 

furnished; 
 

4) the food and beverages are provided to a current or potential business customer, client, 
consultant, or similar business contact; and 
 

5) for food and beverages provided during or at an entertainment activity, they are purchased 
separately from the entertainment, or the cost of the food and beverages is stated separately 
from the cost of the entertainment on one or more bills, invoices, or receipts. 
 

The IRS will not allow the entertainment disallowance rule to be circumvented through inflating the 
amount charged for food and beverages. 
 
The notice contains three examples illustrating how the IRS intends to interpret these rules. All three 
examples involve attending a sporting event with a business client and having food and drink while 
attending the game. The examples follow the AICPA’s recommendation that meal expenses be 
deductible when their costs are separately stated from the cost of the entertainment. 
 
IRS’ recent guidance is a welcome relief to previous interpretations of TCJA, which could have eventually 
eliminated most deductions for business meals. 

 
Please feel free to contact us if you have any questions regarding the information presented in this letter.  

 
Very truly yours, 
 
MillerSearles LLC 
 
 
 
Information contained in this alert should not be construed as the rendering of specific accounting, tax, or other advice.  Material 
may become outdated and anyone using this should research and update to ensure accuracy.  In no event will the publisher be 
liable for any damages, direct, indirect, or consequential, claimed to result from use of the material contained in this alert.  Readers 
are encouraged to consult with their advisors before making any decisions. 



 

 
 
 
 
 
 
 


