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Expenses for the entertainment of persons may be 
business, professional, general business or private. 

I. General 
Entertainment expenses, as expenses for meals and/or 
beverages, are part of the expenses for the lifestyle, which, 
in principle, may not be deducted as business expenses or 
income-related expenses, even in the context of the tax-
payer's economic and social position and even when pro-
moting his profession or activity. The Income Tax Act pro-
vides for exceptions to this rule:  

 If the expenses are incurred on the occasion of enter-
taining persons for business purposes, 70% of these 
costs may be deducted as business expens-
es/promotional expenses under certain conditions. 

 Entertainment expenses that are not business-related, 
but generally business-related, can be deducted without 
limitation. 

The following criteria in particular are decisive for a deduc-
tion: 

 Inducement of Hospitality,  

 Participants of the hospitality,  

 Appropriateness,  

 Proof as well as  

 (in the context of the business expense deduction) the 
separate recording. 
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II.  entertainment costs as business 
expenses 

1. Term 
The assessment of the type of expenses is generally based 
on the main service. 
Entertainment expenses are expenses for  
 the consumption/use of food, beverages and other 

stimulants (e.g. tobacco products) as well as 
 Incidental expenses necessarily incurred in connection 

with the hospitality and of minor importance (e.g. tips, 
checkroom charges). 

This may include food and beverages purchased at the 
market, supermarket or other store, or brought by a delivery 
service. 

The presentation of food and/or beverages must be clearly 
in the foreground; which is not the case, for example, with 
visits to nightclubs or a variety theater. In the case of such 
expenses, the private character is likely to predominate as 
a rule. 

Hospitality does not exist in the case of  

 Granting of small amounts of attention such as coffee or 
tea, pastries or refreshments, e.g. on the occasion of 
company meetings, insofar as these are gestures of 
courtesy, as well as 

 Product and merchandise tastings of a manufacturing 
company, at (intermediate) dealers or at trade fair 
events, if only the product to be sold is served, if neces-
sary including small attentions, e.g. bread for wine tast-
ing. 

Expenses for this are not subject to the deduction limit of 
70%. 

Note: Whether or not attention is paid is not determined by 
the amount of the expenses, but by the perception of the 
market and customary practice. 

No, not even partially deductible entertainment ex-
penses exist 

 in the case of (parts of) entertainment expenses that are 
privately incurred, 

 for that part of the entertainment expenses which is to be 
regarded as unreasonable in accordance with general 
business practice, 

 in the case of expenses whose amount and business or 
professional cause are not proven, 

 in the case of entertainment expenses not recorded 
separately (within the scope of the business expense 
deduction) 

 in the case of expenses for hunting or fishing, for sailing 
or motor yachts, and for similar purposes, and for enter-
tainment connected therewith, 

 in the case of expenses which, by their nature, are not 
entertainment expenses, such as costs for a music band 
or overnight accommodation and travel expenses. These 
may be subject to other deduction rules. 

2. Hospitality for business associates 
The entertainment of business associates is business-
related if it serves the business relationship or is intended 
to establish such a relationship. This includes hospitality for 
the following persons: 

 Customers or potential customers, 
 Suppliers, 
 Sales representative, 
 Applicants, 
 Visitors to the farm as part of public relations work, as 

well as 
 Consultant. 

Accompanying persons, such as a secretary or spouse, are 
also included. Costs incurred by the inviting and participat-
ing entrepreneur, his employees or his family members can 
also be "business-related". Whether the guest knows who 
actually bears the costs (e.g. in the case of a coffee trip) is 
not decisive. 

When entertaining business associates in one's own 
house/apartment, the private character regularly predomi-
nates. Only in very rare cases is a deduction possible, e.g. 
if a foreign business associate is not accustomed to being 
entertained in restaurants or if the host's state of health 
does not permit this, or if a business conversation is to be 
kept secret. Appropriate evidence must be provided in this 
case. 

The same applies to entertainment on the occasion of pri-
vate events such as birthdays or company anniversaries. 
Here, too, in the opinion of the tax authorities, the private 
contribution comes to the fore in such a way that the total 
entertainment costs are not deductible - even if it is mainly 
business associates who are invited. 

3. Deduction limitation in the amount of 70 
This deduction restriction only applies to entertainment 
expenses for business reasons. The non-deductible 30 % 
is intended to take into account, in a typified form, the pri-
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vate household savings resulting from the food intake that 
is necessary anyway. The restriction also applies to the 
entrepreneur hosting the event himself, his employees and, 
if applicable, any relatives attending the event. 

A special situation arises if the free catering takes place in 
the company's own canteen. This includes - irrespective 
of their designation - all internal company facilities that 
enable the company's employees to eat and drink and that 
are not readily accessible to third parties. Here, the ex-
penses can be determined from the material costs of the 
food and beverages served and the personnel costs. For 
reasons of simplification, an amount of €15 can be applied 
per entertainment and per person, from which €4.50 may 
not be deducted on a pro rata basis. This must be done 
uniformly in the respective financial year. 

Note: 100% of the input tax can be deducted, even from 
the 30% portion that is not deductible for income tax pur-
poses. 

4. Hospitality for general business reasons 
Hospitality for the company's own employees - e.g. at com-
pany events or Christmas parties - is the only exception to 
hospitality that is not "business-related" but "generally busi-
ness-related". In this case, the deduction restriction of 70% 
does not apply and the expenses can be deducted in full. 
This may also include the costs for employees' relatives 
and for persons who, for example, contribute to the organi-
zation of a company party. 

However, the entertainment of third-party employees, e.g. 
of the business partner or of companies affiliated under 
company law as well as persons comparable to them, is 
"business-related" and falls under the deduction limit of 
70%. This also applies to entertainment for freelancers and 
commercial agents, even if it is for in-house training. 

Note: The employee's participation in hospitality provided 
by the employer may result in a benefit in kind within the 
meaning of Section 8 (2) of the German Income Tax Act 
(EStG). The employer is then obliged to withhold and pay 
the wage tax due on this. If certain conditions are met, the 
employer may levy a lump-sum wage tax on the benefits in 
kind. 

5. Hospitality within the framework of an 
exchange of services 

In the following cases, the deduction limitation to 70% of 
the entertainment expenses does not apply: 

 Hospitality in the gastronomic business sector, such as 
catering for paying guests (e.g. airline catering for its 

passengers, whether in the waiting area of an airport - 
lounges - or on the plane), 

 Restaurant operator entertains bus drivers in return for 
feeding potential customers. 

The expenses are regularly deductible as business ex-
penses without deductions. 

Note: Catering expenses of a production company for film 
productions do not fall under this. They are only deductible 
as operating expenses to a limited extent. This is not pre-
cluded by the fact that the production company is reim-
bursed for the catering expenses by its clients as part of the 
remuneration when acquiring the finished productions. 

6. Adequacy 
Unreasonable expenses are not deductible. Whether and to 
what extent entertainment expenses are reasonable de-
pends on the circumstances of the individual case, the 
general perception of the market and the respective indus-
try conditions (e.g. size of the company, sales, profit, im-
portance of the business relationship, competition, large 
order). If the entertainment expense is unreasonable, it 
may be completely excluded from deduction; if the expense 
is only unreasonable in terms of amount, it may be appor-
tioned:  

 The unreasonable portion is not deductible, including the 
included input taxes.  

 Only the appropriate portion is deductible, and this por-
tion must then be reduced by 30%. The input tax from 
the appropriate portion remains 100% deductible. 

If, when visiting nightclubs with variety, striptease and other 
performances, the expenses are obviously disproportionate 
to the value of the food and/or beverages consumed, the 
appropriateness test to be carried out leads to the expens-
es already being regarded as unreasonable by their nature. 
In such cases, the deduction of operating expenses is ex-
cluded altogether. 

7. Proof and recording obligations 
The amount and business reason for the entertainment 
must be promptly substantiated in writing by providing the 
following information:  
 Place and day,  
 Participants, 
 Occasion, 
 Amount of expenses. 

It is not sufficient to fill in the form after the end of the fiscal 
year. The receipt must be signed by the taxpayer. 

https://datenbank.nwb.de/Dokument/Anzeigen/78742_8/?SprungMarke=ja_2
https://datenbank.nwb.de/Dokument/Anzeigen/78742_8/?SprungMarke=ja_2
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Note: The information about the reason for the hospitality 
must be related to a business transaction or a business 
relationship. General statements such as "customer care", 
"working lunch" or "information meeting" are not sufficient. 

In the case of hospitality in a restaurant, information on the 
occasion and the participants is sufficient if the other details 
can be seen from the invoice to be attached. Not only for 
the deduction of the entertainment costs for income tax 
purposes, but furthermore for the deduction of the input 
taxes contained therein, the typed and registered invoice 
must contain the following details: 

 the full name, address of the restaurant and the tax 
number or VAT identification number issued to the res-
taurateur, 

 the name and address of the recipient of the services 
(entrepreneur),  

 the date of issue,  
 the invoice number, 
 Type, quantity or scope of services,  
 the remuneration with tax rate and tax amount, and  
 the day of hosting.  

For small amounts up to € 250 (up to and including 2016: € 
150), the full name and address of the restaurant, the date 
of issue, the type, quantity or scope of the services, the 
gross remuneration and the tax rate are sufficient.  

In order to ensure the deduction of entertainment expenses 
for income tax purposes, the following special features 
must still be taken into account: 

 All food and beverages consumed must be named in 
detail with individual prices (common designations such 
as "menu", "lunch buffet" or similar are sufficient); how-
ever, stating "food and beverages" alone and only stat-
ing the total amount are not sufficient.  

 In addition, all participants in the entertainment must be 
named, including the inviting entrepreneur himself, any 
participating employees and family members. It is not 
necessary to provide the addresses, but the tax office 
may request this. As a rule, professional confidentiality 
does not release from the obligation to provide the 
name. An exception applies only if the information is un-
reasonable, e.g. in the case of a large number of per-
sons (then the number and a collective designation are 
sufficient). 

 In the case of hospitality on the company's own premis-
es, a corresponding personal receipt is required.  

In addition to the obligation to provide evidence, the enter-
tainment expenses must also be recorded individually and 
separately from other business expenses in a separate 

account or column. If these statutory recording require-
ments are not complied with, the entertainment expenses 
will not be allowed as a deduction even if there is no doubt 
as to the reasonable amount and business or professional 
reason for the expenses. 

Note: The information cannot be subsequently completed. 
An unfilled or unsigned form does not exist and therefore 
cannot be supplemented subsequently. Exception: The 
name of the host can be added by the issuer of the invoice 
on the invoice or in a supplementary document. 

There is a general retention requirement for entertainment 
expense receipts. 

III.  advertising costs  
For employees, the regulations for the deduction of busi-
ness expenses apply mutatis mutandis to the deduction of 
income-related expenses. However, they are not subject to 
the separate recording requirement. For them, it is im-
portant that the entertainment costs are incurred for profes-
sional reasons.  

The nature of the employee's remuneration determines the 
amount of the income-related expense deduction: 

 The 70 % deduction limit applies to non-performance-
related compensation. 

 If an employee with performance-related remuneration 
entertains his employees, the costs are 100% deducti-
ble. This is because such hospitality is comparable to 
purely employee hospitality provided by an entrepreneur. 
However, only 70 % is deductible if persons other than 
the employee's subordinates are entertained. 

Note: The 100 % deduction is also permissible if the em-
ployee does not act as host himself, but contributes to the 
costs of the employer, i.e. the employer is the actual inviter 
(invoice addressing to the latter). The employee can then 
claim his share of the costs in full as income-related ex-
penses. 

Legal status: 6.3.2021 

All information and data in this client information sheet have been 
compiled to the best of our knowledge. However, they are provided 
without guarantee. This information cannot replace individual 
advice in individual cases. 
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