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General Information

If you spend money on entertainment for business purposes then you can deduct some or all of the expense. 
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• Expenses must be incurred for business purposes before they can be deducted from income.

• Under the entertainment expenses rules, “business” is any recurrent income-earning activity.

• Entertainment expenses can be divided into “business” (deductible) and “private” (non-deductible).

For GST-registered persons, the claim for income tax purposes is worked out on the GST-exclusive amount.

Certain specified types of entertainment expenses are only 50% deductible. All other business-related entertainment expenses are fully deductible, unless the expense is principally for entertainment.
Examples of entertainment expenses that are deductible (business expenses), either fully or 50%, are where: 
• the expenses are incurred mainly in connection with specific business transactions

• the entertainment is for an existing or prospective client or supplier

• circumstances make it necessary to discuss business along with entertainment, such as a business lunch where the main purpose is business

• employees are entertained to maintain staff goodwill at events such as parties and retirement functions
· To support your claims for business entertainment expenses you should keep invoices and receipts.
Record keeping

You need to keep records, such as invoices or receipts, to support claims for all your expenses. For entertainment expenses, you must also keep records of:

• the date the expenses were incurred

• name/s of the person/s entertained

• the business they represent

• the position/s they hold

• the reason/s for the entertainment.
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