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Tax Treatment on
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a) The provision of food, drink, recreation or hospitality of any
kind; or

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.

Provided by a person or his employee in a way that facilitates
or is related to the trade or business conducted by that person,
with or without consideration paid whether in cash or in kind.
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Types of Deductible

Entertainment Expenses
T ! 10 FR100%m 4% 5k 5 A

Deduction

a) Provision of entertainment to employees
AR T RBWIEER T A

= Expenditure on food, drink and recreation provided to
employees except where such expenditure is incidental to
the provision of entertainment for others.
RHEERTW &, WRHAREASE, 855 MAEH#EF
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= Examples of such entertainment expenses are expenses on
free meals and refreshment, annual dinners, outings, family
day or club membership for employees.
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Types of Deductible

Entertainment Expenses
100% YRELEUGL:y ¥ i

Deduction

b) Provision of promotional samples of business products

Fe Bt B 7 1 R 50 A

= Expenditure incurred on promotional samples of products of
the business for the purpose of advertising that product.

AT B 0 AR e R AR A £ AR W

» Examples of such entertainment expense are free samples
of products of the business given to schools or for certain
other functions.
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Types of Deductible

Entertainment Expenses
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Deduction

c) Provision of entertainment related wholly to sales

arising from the business
Pt 5N F BT e A K B IR AR B

Examples of such expenditure are as follows | 4n:

%Expenses on food & drink for Iaunching of a new product;
F T 38 T P R R Rk ORE

5 / Redemption vouchers given;

L 5

% Cash vouchers, discount vouchers, shopping vouchers, meal
— vouchers, concert or movie tickets;

Aex, fmx, Whx, BF, §FA2TERE;

Redemption of gifts based on a scheme of accumulated points

AR AE AR X AL
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Entertainment Expenses
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Deduction ’“\\\
Cont’ S

="= Free gifts for purchases exceeding a certain amount;
W % Mt — B E W R AL
@“Free” maintenance/service charges or contribution to sinking
fund by property developers;
R M S0 C R S Wbl & N R & o Tk

Lucky draw prizes given to customers for purchases made;
WX iR R e FE WK
Expenditure on trips given as an incentive to dealers for
achieving sales target; and
K EHE LI E BEATHIRAT X W A

$3

WP Expenditure incurred on refreshment given to its customer
while waiting for their cars to be serviced.

WA T NE O FAFE PR R

Note: Vouchers, coupons, tickets, gifts etc. are only allowed as entertainment

expenses when customers have redeemed them.
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Example

#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 A= R E4% BV 4, EEF
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Types of Non-Deductible

Entertainment Expenses
Not Xﬂ#%%ﬁ%%%)ﬂ

Deductible

a) Entertainment to potential customer

4 TR P IR AR 5 A

E.Q.:

A real property sales agent discuss the purchase of a house with his
potential customer at a restaurant. The agent paid the whole bill. The
expense incurred on lunch provided is an entertainment expense.
However, no deduction is allowed because it is not wholly and exclusively
incurred in the production of gross income.

FH&EHERET SHWBERE FEETHRBTMX FE. X
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Types of Non-Deductible

Entertainment Expenses

Not Kﬂ#%%ﬁ%%%)ﬂ

Deductible

b) Wedding gifts to customer
% B P ARl

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 it cannot be deducted because it is not wholly and
exclusively incurred in the production of gross income

XYZ Sdn. Bhd. 2 5% 3% T OO 1B AL B
ERAMT T EM B R R MIRARSER, BEramlik, K
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Deduction

~8 a) Hampers for customers during festive seasons
4 LY

= 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.

N

= The entertainment expense amount deductible for the
hampers is only RM7,500. Only 50% of the full RM15,000 is
allowed as deduction.

= ABC Sdn Bhd # # RM15,000F & 77 34 jk # 4 H % p (138
BEALEE, UWEFAAH VSRR, @R FRELE R R %
| 2 4 4u»RM7,500, EfRM15,000%2 & % H #50% .
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Types of Deductible

Entertainment Expenses
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Deduction

b) Flowers stands gifted for customers’ grand opening
R Al % T RHT JE B P

» XYZ Sdn. Bhd.’s customer opened a new branch in Johor
Bahru. XYZ Sdn. Bhd. sent flowers to the customer.

» The entertainment expense allowed for deduction for
providing the flowers to its customers is only 50% of the total
amount.

= XYZ Sdn. Bhd. 3 $£ 76 % ¢ 78 37 W I 38T 89 04T B — 48 BUE
XYZ Sdn. Bhd. 7 B & $2 B &5 46 #L 4 09 2% S 5% R O RE 9% 90 fr
50%.
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Types of Deductible

Entertainment Expenses
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Deduction

0

c) Gift without business logo for customer’s annual

dinner & F B 4 W B L% A B B AT B ALY

= ABC Sdn. Bhd. is a company selling electrical goods. ABC gave
promotional gifts of electrical goods costing RM50,000 to its suppliers
in conjunction with the company's annual dinner. The electrical goods
did not have the company’s business logo.

= The entertainment expense allowed for deduction for the electrical
goods without the company’s business logo is only 50% of the total
amount.

= ABCSdn.Bhd.Z—X# &EHENE. EARFEZHRE L, ABCHf
BB IERE T MEST A F iy B A AL o B EIRR A B AT
o] Bk R T 4R R I% A A B BT AT B R AR T R VAR R R R, AR m50%.
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Tvpes of Allowed a
e ente)ﬁ[)ainment Sl rE
100%

Entertainment given to

a potential customer in _ _
under subsection

HUEAX G % THEER 33(1) of the ITA
PR R
Entertainment given to
potential or existing
customers during the
launching of company’s

To Summarise...

R R ..

Not
allowed a ITA Provision
deduction

Not wholly and

Proviso (vii) to

2 new product v p?:ra]tgrﬁtrpAh 39(2)(N)
A B AT orine
% T HAERIAEE W
%R
Wedding gift to Not wholly and
3 customer v exclusively incurred
i . under subsection
G B EEALY 33(1) of the ITA
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Allowed a
deduction of

ITA Provision

Types of
No :
entertainment

Entertainment to
employees of related
companies

BRAEXRZAFHNRT
Entertainment for
annual general meeting
of company

N B SRR R 25K
Cash contribution for

customer’s annual
dinner

B P E N4 H
Annual dinner for
employees

sy 82
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100%

Not
allowed a
deduction

\/

Not wholly and
exclusively incurred
under subsection
33(1) of the ITA

Not wholly and
exclusively incurred
under subsection
33(1) of the ITA

Not wholly and
exclusively incurred
under subsection
33(1) of the ITA

Proviso (i) to

paragraph 39(1)(l) of
the ITA
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Types of
No :
entertainment
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Gift with business logo
for customer’s annual
dinner

B PR SEgRE EA AN
| AR AL
Gift without business

logo for customer’s
annual dinner

EPRERE LA
B AR i AL

Free trip as an
incentive to sales agent
for achieving the sales
target
HEREHLRHEH
T WY S
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Allowed a
deduction of

100%
N
J
N

Not
allowed a ITA Provision
deduction

Proviso (vi) to
paragraph 39(1)(l) of
the ITA

Not included under
provisos (i) to (viii)
to paragraph
39(2)(I) of the ITA

Proviso (vii) to
paragraph 39(1)(l) of

the ITA
-
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Tvpes of Allowed a Not
\[o] ente%l'?ainment deduction of | allowed a ITA Provision
100%| 50% | deduction

Gift of flower for _ Not included under
o customer’s opening of J provisos (i) to (viii) to

new outlet paragraph 39(1)(l) of

% 164 FF L 9B P the ITA

TR Not included under
1o suppliers J provisos (i) to (viii)

\ § to paragraph

I 7 B % 5% A 39(1)(l) of the ITA

Hampers f<_3r customers Not included under
1 during festive seasons J provisos (i) to (viii) to

O R h 39(1)(l) of
B F PR FErEisEibe
A1 the ITA
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For more clarification, please contact us!

T RE Z VRN, EEPR S IRATEE R IE

B Kuala Lumpur (HQ) FEfE¥ @ Johor Office #f%
Tel :03-79811799 Tel :07-5629000
Fax :03-79804796 Fax :07-562 9090
Email : kuala-lumpur@ecovis.com.my Email : johor@ecovis.com.my
B Penang Office 1= B Sabah Office B2
Tel :04-2267210 Tel :088-231790
Fax :04-226 2212 Fax :088 - 266 842
Email : penang@ecovis.com.my Email : sabah@ecovis.com.my
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