
Tax Implications 

1.       Cash and non-cash raffle prizes are taxable to the winners. 

a.       The full non-cash payment of the car lease must be considered at the lease fair market value.  

2.       The winnings are required to be reported on a W-2G (issued for gambling winnings) and tax withheld under the 
following circumstances: 

a.       The winnings are: 

                                                               i.      more than $600 AND 

 ii.      at least 300 times the amount of the wager.  (300 x $20 ticket price = $6,000) (value of lease 
is $4,000) 

 iii.      the winnings can be reduced by the wager for the test of i. and ii. Above. 

iv.      Either way, the value of the lease is less than $6,000, so the amount does not need to be 
reported on a W-2G as long as  b. below also does not apply. 

OR 

b.      winnings are subject to federal income tax withholding 

                                                               i.      One test: 

1.       proceeds are more than $5,000 (does not apply if $4,000) AND 

2.       the proceeds were at least 300 times the wager.  (does not apply - $6,000). 

                                                             ii.      Second test: 

1.       Winnings valued at $600 to $5,000 and the winner’s TIN/SSN is not provided, then 
28% withholding required. 

a.       If cash option, $1,000 prize less 28% federal withholding = $720 check 
issued to individual if they don’t give you their SSN/TIN. 

b.      Car lease, winner would be required to give you 28% of value ($1,120) if 
they do not provide the SSN/TIN. 

  
The  source for this is: Tax-Exempt Organizations and Gaming, IRS Publication 3079.  It is available at www.irs.gov, search 
“forms and publications” for 3079 if you have more questions. 
  
To summarize.  The value of the car lease is not 300 times the ticket price if the value of the car lease is less than $6,000; 
and is therefore not required to be reported on a W-2G.  IF the cash option is selected, the value again is under the  300 
x wager and is not required to be reported on a W-2G unless in both cases the winner does not give you their SSN.  
Get the SSN or TIN of the winner.   This solves all the exceptions and problems. 
Note, the individual is still supposed to report the winnings on their tax return, even if a W-2G is not issued. 
  

http://www.irs.gov/

