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Dear Bosses,
do you know there are

Tax treatment on Entertainment Expenses

K4 ELETTHT100% Why some can deduct 100%
FHLERTH]50% Some can deduct 50%

L EEYT Some cannot deduct
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What is Entertainment ? ftAREGESR ?

a) the provision of food, drink, recreation or hospitality of any kind; or

REUTAFISSNERY), T8 - RIRSIAR

O m o

b) the provision of accommodation or travel in connection with or for the
purpose of facilitating entertainment of the kind mentioned in paragraph
(a) above,

RS Lk (a) DFR SR ARV R R B RV ETE S RTT

by a person or an employee of his, with or without consideration paid whether

in cash or in kind, in promoting or in connection with a trade or business
carried on by that person.
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Entertainment Expense which Qualifies for a 100% Deduction

100% AIH1BREIIZ R&H

a) The provision of entertainment to employees N5 TR A= K25

= Expenditure on food, drink and recreation provided to employees except where such expenditure is

incidental to the provision of entertainment for others.

= Examples of such entertainment expenses are expenses on free meals and refreshment, annual

dinners, outings, family day or club membership for employees.

» REARTIHER THRMEFSYE BE5om ABHERENERNL ERS. PR ITREER
BflmD, TERE, B REBSERIMLEEEHIT Lo
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D) The provision of promotional samples of products of the business

IR B~ an AV TH 1 an

» Expenditure incurred on promotional samples of products of the business for the purposes of

advertising that product.

= Examples of such entertainment expense are free samples of products of the business given to

schools or for certain other functions.

" AT EERTRMEZT RSN EFrEN T Ho FlNR e gt B AT X E Rt RERY
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c) The provision of entertainment related wholly to sales arising from the business

RS AT F WA EHREIOHR

Examples of such expenditure are as follows: {540

a)

b)

d)

Expenses on food and drink for launching of a new product; AT #E =~ 2 e SR

&
Redemption vouchers given for purchases made; 53 #ally4 4

Cash vouchers, discount vouchers, shopping vouchers, meal vouchers, concert or movie

tickets; IEZ, HHF, Mys BF, BrRLAgEE=

Redemption of gifts based on a scheme of accumulated points; #R¥E 04334 %1 53 3.3, 3



&La ECOVIS® c) The provision of entertainment related wholly to sales arising from the business
v
MALAYSIA Rt 5 ARE W2 ERNIER TN

Note: Vouchers, coupons, tickets, gifts and so on are only allowed as entertainment expenses when customers have
redeemed them. ;X : (hE% Hh#E% 2 LWFNESF BN T BERRSEH.

e) Free gifts for purchases exceeding a certain amount;
LB —EHENRTELLY

f)  “Free” maintenance/service charges or contribution to sinking fund by property developers;

"R IR B BT A BEILRAS IR

g) Lucky draw prizes given to customers for purchases made; D

M SLFR3R SR =K
h) Expenditure on trips given as an incentive to dealers for achieving sales target; and @

2 2 48P LU SEIN 4 & B AR ARIT S H 5 #
1)  Expenditure incurred on refreshment given to its customer while waiting for their cars to be serviced.

B R ENTNERZEPRENER.
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Example: f§lF:

ABC Sdn Bhd carries on a car servicing business which provides

light refreshments such as tea, coffee, sandwiches to its customers
while waiting for their cars to be serviced. The customers are not
charged for the light refreshments provided. The entertainment
expense incurred is allowed a deduction since it is related wholly to

sales arising from the business.

ABC Sdn Bhd MEARE#B\IS. ERFPESEBRENEN. HE
pPiaftfe=pgze MNEE, =ZBRBEFERID, BT xR srmaTe5)\)
SR ERgeEmas, BILE LR
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Entertainment Expense which Qualifies for a 100% NOT Deduction
100% A eI H1FRE IR R EE F

a) Entertainment given to a potential customer 2% B E R W= R

= A real property sales agent discuss the purchase of a house with his potential customer at a restaurant. The agent
incurred the whole cost of lunch for himself and his potential customer. The expense incurred on lunch provided is an
entertainment expense. However, deduction is allowed in relation to the entertainment provided to a potential customer

because it is not wholly and exclusively incurred in the production of gross income.

» BiherprefBEastnAEECrEETiTicnauEER. AEBEBAECNEBEEEFRSIN TFENSHER. SnEHMN
FEzpREscsR BRRTRUABEEFPNEREMHIEZSMEEATERA, BB FHRG,
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b) Wedding gifts to customer 5% R E1EXLY)

= XYZ Sdn Bhd gave its customer a microwave oven as a wedding gift.

= The expense incurred on the wedding gift is an entertainment expense but Is not

allowed a deduction because it is not wholly and exclusively incurred in the

production of gross income

* XYZ Sdn BhdRIEZFFI2H T HREEREELY. BAGRILIENER
=M gsm BFEDR Byoreamimes 1BF=ERARN,
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B 50% NOT Deduction

50% RI HIP&F150% 4 R H1 P& B I SR 25 FR

a) Hampers for customers during festive seasons T3 HHIBI N E P IR ALY K

= ABC Sdn Bhd spent RM15,000 to provide hampers for its customers in conjunction with the Chinese

New Year celebration to maintain existing business relationship.

» The entertainment expense which provide hampers to its customers only RM7,500, that is fifty percent

(50%) of the entertainment expense of RM15,000 is allowed a deduction.

* ABC Sdn Bhdftz 15,0005 S5 KRFAHEKRMB—ILAZFRMEILE, BEARMBN ISR Z. AEP
LR =B REER7,5008 5, B115,0008 &2 RxsmAmE 7 2E+ (50%)
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b) Gift of flower to customer’s new outlet opening = {E28 I HTIEEF

= A customer of XYZ Sdn Bhd expands his business by opening a new branch in Johor

Bahru. XYZ Sdn Bhd gave flowers to the customer.

= The entertainment expense which provide gift of flowers to its customers only fifty percent

(50%) of the entertainment expense is allowed a deduction.

= XYZ Sdn Bhd & &£t 3 L FRHE S D THFE. XYZ Sdn Bhd HmEirtexicsy
2 R ANAE BB E A Z BT (50%) .
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c) Gift without business logo for customer’s annual dinner

EFPBEF®ME DB RS EIRRIALY)

= ABC Sdn Bhd is a company that sells electrical goods. ABC gave promotional gifts of electrical goods costing
RM50,000 to suppliers in conjunction with the company's annual dinner. The annual dinner was held for

employees, distributors and dealers. No company’s business logo was on the electrical goods.

= The entertainment expense of electrical goods without the company’s business logo to its supplier only fifty

percent (50%) of the entertainment expense is allowed as a deduction.

= ABC Sdn Bhd2— Ry ns]. EASEEKREL, ABCRE fzgmE 7/ 55 S S M serr o (@ ay
tLén, FEMERKNR T FEENLLTETH. BXlrml EEARMNEG. Rty mRftERE AT B
Hlegoe=r Mz e/, REEHBER2Z2E+T (50%)

2t
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Allowed a Not allowed a

Types of entertainment deduction of deduction of ITA Provision
100% 50%  100%  50%

Not wholly and
J exclusively incurred
under subsection

Entertainment given to a potential
1 |customer in a closed transaction

HINR S DA TRESFPHRE 33(1) of the ITA
Entertainment given to potential or
existing customers during the Proviso (vii) to

2 |launching of company’s new product v paragraph 39(1)(l)
EREIFhmA M HES T BT el of the ITA
BEFERR

Not wholly and

3 Wedding gift to customer J exclusively incurred

IR P IERLY) under subsection

33(1) of the ITA
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Allowed a Not allowed a

No Types of entertainment deduction of deduction of ITA Provision
100% 50%  100%  50%

Not wholly and

Entertainment to employees of _ :
exclusively incurred

4 |related companies \ ~der subsection
P, = u u |
BEAXRARNAL 33(1) of the ITA

Entertainment for annual general Not wholly and
J exclusively incurred

5 | meeting of company under subsection
NEIFERRASE RED 33(1) of the ITA

Cash contribution for customer’s Not _Wh0||_y and
exclusively incurred

6 |annual dinner v ~der subsection
= == 0 =+ U U |
2P FEBRERINEIER 33(1) of the ITA
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Allowed a Not allowed a
Types of entertainment deduction of deduction of ITA Provision
100% 20% 100% 20%
. Annual dinner for employees J araprrZVi;o3g%1t;)(I) of
RIFEEBRE P tr?e ITA
Gift with business logo for customer’s Proviso (vi) to
g8 |annual dinner v paragraph 39(1)(l) of
BEFBERE A ASERINALY the ITA
Gift without business logo for customer’s Not included under
9 |annual dinner N \ p;?\z:sroas g)?utg((l\;l(lll)) g;
£ EERE HRE ALY D 1A
Free trip as an incentive to sales agent for Proviso (vii) to
10 |achieving the sales target paragraph 39(1)(l) of
HECE IR A THE B R BUN \ the ITA
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Allowed a Not allowed a

Types of entertainment deduction of deduction of ITA Provision
100% 50% 100% 50%
Gift of flower for customer’s opening M ipcludgd unq?r
11 | of new outlet N J provisos (i) to (viii)
t h
ETEATIEHENEE 0 paragrap

39(1)(l) of the ITA

Not included under

2 Entertainment to suppliers J J provisos (i) to (viii)
R B RV IR R 2R to paragraph

39(1)(l) of the ITA

Hampers for customers during Nt i_nclud_ed uno_l_e_r

13 |festive seasons N J provisos (i) to (viii)
e e e to paragraph
5 B AN B IR BRI -

39(1)(l) of the ITA
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Reference

 http://phl.hasil.gov.my/pdf/pdfam/PR_4_2015.pdf

The information contained in the article is for guidance only and is not exhaustive. The information is provided gratuitously and without liability. Ecovis Malaysia shall not be liable for
any loss or damage caused by the usage of or reliance on the information and guidance provided in this article and other information provided by Ecovis Malaysia and it's websites.

Professional advice and assistance must always be obtained before you act on any of the guidance provided. Please refer to the respective source of information, legislation and the
regulatory authorities for authoritative guidance.
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Contact Us

B Kuala Lumpur (HQ) &3 @ Johor Office F{% B Penang Office &M B Sabah Office /P

Tel :03-79811799 Tel :07-562 9000 Tel :04-226 7210 Tel :088-231790
Fax :03-79804796 Fax :07-562 9090 Fax :04-226 2212 Fax :088 - 266 842
Email : kuala-lumpur@ecovis.com.my Email : |[ohor@ecovis.com.my  Email : penang@ecovis.com.my  Email : sabah@ecovis.com.my

For more information, please visit:
https://www.ecovis.com/my/
&

Follow and Like us on our Facebook Page for more updates!
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