Charitable Gaming and
Your Nonprofit

By Ed Spinella, Attorney, Reid and Riege P.C.

night bingo games run by a church, raffles sponsored
by a social service provider - all of these activities are
examples of charitable gaming. The odds are good (pun
intended) that your nonprofit organization has engaged
in these types of activities and anticipates doing so again.
Nonprofits commonly engage in charitable gaming to
raise revenue, promote awareness of their missions and
programs and encourage their members and/or volunteers
to socialize. Indeed, charitable gaming can be an extremely
valuable activity for a nonprofit when conducted in
an appropriate manner. But therein lies the challenge:
conducting these activities in an appropriate manner
can require nonprofits to navigate onerous State and
Federal registration
and reporting
requirements.

Rubber duck races held by a rotary club, Saturday

The purpose of this
brief article is not to
dissuade you from
conducting these
types of activities.
Rather, this article is
designed to outline
the charitable gaming
State and Federal
legal landscape so you
can engage in these
activities with your
eyes wide open and
know where to look
for assistance when
questions inevitably
emerge.

State Law
Regarding Charitable Gaming

While the definition of charitable gaming is amorphous

- covering everything from Las Vegas Nights and slot
machines to the aforementioned duck races - Connecticut
law limits the scope of permissible charitable gaming
activities to a handful of options. Connecticut nonprofits
can promote, operate or conduct bingo, bazaars and
raffles as well as sell sealed tickets at these bingo games
and bazaars. Nonprofits are also allowed to conduct the
following games of chance at bazaars: knock-a-block
games, dime pitches onto a flat surface, jar ticket games,
straw games, lollipop games, duck pond games, fifty-fifty
games, and other games approved by State regulations.
However, Connecticut limits the category of nonprofits that
may conduct these activities to certain types of nonprofits

Page 22 | Nonprofit Advantage | December 2012

which must also be in existence for a certain period of
time. For example, Bingo games may only be sponsored

by a “charitable, civic, educational, fraternal, veterans’

or religious organization, volunteer fire department or
grange” that has been organized for not less than two years
prior to its application for a bingo permit.

Connecticut’s Department of Consumer Protection
Charitable Gaming Unit (the Unit) administers
Connecticut’s charitable gaming statutes through the
issuance of registrations and permits, sale of sealed
tickets, performance of on-site inspections and taking
administrative compliance action. Certain gaming
activities, such as bazaars and raffles, also require the local
chief of police or first
selectman to investigate
the applying nonprofit.

Nonprofits that desire
to conduct any of these
permitted charitable
gaming activities, or
wish to confirm their
compliance with State
law, should first visit
the Unit’s website
which outlines and
provides forms for the
various license and
permit applications for
each type of activity
and also contains
some frequently asked
questions and answers.
Nonprofits should be
aware that there are
also ongoing reporting
requirements for
certain gaming activities and, under certain circumstances,
nonprofits must pay a regulation fee to the State. Penalties
for operating without a permit or in violation of the law
can lead to penalties of up to $1,000, imprisonment of up to
one year, or both.

Let’s use a hypothetical example to illustrate how a
nonprofit would navigate the State legal landscape. Say
you want to operate a bingo game:

Step 1: You confirm you are a qualified organization under
statute to conduct the bingo game.

Step 2: You, and the persons operating the games, register
with the Unit. As part of this process you must apply for
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a specific class of permit and you
must ensure the persons participating
(uncompensated volunteers)

are qualified under the relevant
regulations.

Step 3: You and your volunteers must
make sure to conduct the bingo games
in a manner consistent with the law:
the games must be open to the general
public, certain notices must be posted,
prize values must be consistent with
the law etc.

Step 4: You must keep accurate
records and retain them for a period of
time consistent with the law.

Step 5: You must file returns with the
Unit within ten days after the game is
held and pay the State a regulation fee.

Federal Law Regarding
Charitable Gaming

Most Connecticut nonprofits are

also exempt from taxation under
Subsection 501(c) of the Internal
Revenue Code. In 2010, the IRS
released a comprehensive publication
regarding 501(c) tax-exempt
organizations and charitable gaming
which can be found here. As discussed
in depth by the IRS publication,

three crucial questions for 501(c)
organizations considering charitable
gaming activities are as follows:

1) What will be the
gaming activities’
impact on my tax-
exempt status?

2) Will the gaming
activities result in
taxable unrelated
business income?

3) How are the
gaming activities
reported to the IRS?

The answers to these questions are
fact specific and they depend on the
particular 501(c) exempt status of the
organization as well as the frequency
and scale of its gaming activities.

Gaming is similar to other “trades or
businesses” carried on for profit. Even
though it may generate revenue for

a nonprofit, the gaming activity itself
likely does not further the nonprofit’s
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Section 501(c) exempt purpose.
However, a Section 501(c) organization
that conducts charitable gaming as

an insubstantial part of its aggregate
activities and in an infrequent manner
(not regularly carried on) will neither
endanger its exempt status nor
generate taxable unrelated business
income. If you are concerned that
your charitable gaming activities are
substantial and/or regularly carried
on you should consider contacting
your attorney and accountant to
discuss.

Regardless of whether your nonprofit
generates unrelated business income
from gaming activities, it should also
be mindful of how it must report this
income to the IRS. For example, if the
nonprofit’s revenue from charitable
gaming exceeds a certain amount
(currently more than $15,000 in gross
income) the nonprofit will be required
to complete and attach Schedule G,
Supplemental Information Regarding
Fundraising or Gaming Activities, to
your Form 990 or Form 990-EZ.

Closing Thoughts

The State and Federal legal landscape
is onerous but it is not impassable.
Charitable gaming is generally a
profitable endeavor for nonprofits and
they should not hesitate to enlist the
help of their attorney or accountant

to ensure they traverse this landscape
responsibly.

Ed Spinella is an attorney at Reid and
Riege, P.C., a full service law firm
providing representation to many of the
region’s leading nonprofit organizations,
businesses, financial institutions and
individuals. In addition to working at
Reid and Riege, Ed volunteers for the
Pro Bono Partnership and Leadership
Greater Hartford. You can reach him at
ebspinella@rrlawpc.com.

Pro Bono Partnership provides free
business and transactional legal services
to nonprofit organizations. Learn more at
www.probonopartner.org
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