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Raffles, Lotteries and Prize Promotions 

LOTTERIES – FEDERAL LAW 

“Lottery” is defined under Federal law as any arrangement whereby three or more persons give money or 

credit to another in exchange for the possibility or expectation that one or more (but not all) of the 

participants will receive more than the amounts they have advanced, the winners being selected by: 

 A random selection; 

 A game, race or contest; or 

 Any record or tabulation of the result of one or more events in which the participant has no 

interest except it bearing upon the possibility that he may become a winner.   

 

Lotteries consist of three elements: 

 The offer of a prize; 

 The giving of something of value in exchange for the chance to obtain the prize (often 

referred to by the legal term “consideration”); and 

 Distribution of the prize by chance. 

 

The federal government deems almost all private, for-profit lotteries illegal. The Federal Deposit Insurance 

Act (FDIA), 12 U.S.C. 1829a Section 20, prohibits banks from conducting lotteries.  However, the federal 

law does not regulate promotional games of chance (those games lacking the consideration factor), except 

through truth in advertising requirements. 

The FDIA specifically prohibits banks from: 

 Dealing in lottery tickets; 

 Dealing in bets used as a means or substitute for participation in a lottery; 

 Announcing, advertising or publicizing the existence of any lottery; or 

 Announcing, advertising or publicizing the existence or identity of any participant or 

winner, as such, in a lottery. 

 

“Lottery ticket” includes any right, privilege or possibility (and any ticket, receipt, record or other evidence 

of any such right, privilege or possibility) of becoming a winner in a lottery. In a bank setting, a “lottery 

ticket” could include the requirement to open or maintain an account, add to a deposit account, or purchase 

a bank product service if such an arrangement entitled the purchaser the possibility of winning the offered 

prize.   

The term “deal in” includes making, taking, buying, selling, redeeming or collecting. 
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(NOTE:  The FDIA allows banks to accept deposits or cash or otherwise handle checks or other negotiable 

instruments, and perform other lawful banking services for a State operating a lottery, or for an officer or 

employee of that State who administers the lottery.) 

In addition, banks are restricted from making any part of their premises or offices available for use by any 

person to conduct lottery activities.  However, a private opinion from an FDIC deputy general counsel 

(September 20, 2005) concludes that a bank may display items that are the subject of a raffle, and this will 

not be deemed “dealing in, announcing, advertising or publicizing” (or promoting) a lottery.  Displaying 

items being raffled by local churches and/or community organizations is permissible, so long as the bank 

doesn’t sell raffle tickets or allow the sale of raffle tickets on premises, and the bank doesn’t determine the 

prize winner or otherwise administer the raffle or deliver the prize(s). 

LOTTERIES – STATE LAW 

Iowa state law permits “licensed qualified organizations” to conduct “raffles” defined in state code as a 

lottery in which each participant buys an entry for a chance at a prize with the winner determined by a 

random method and the winner is not required to be present to win. (Iowa Code 99B.24).  While Iowa law 

permits certain licensed qualified organizations to conduct raffles to require payment, donation or 

merchandise purchase to enter the promotion, provided a written prize notice is delivered to participants, 

banks are prohibited by Section 20 of the FDIA from sponsoring or participating in these types of “lotteries” 

(requiring a “thing of value” to participate for a chance to win).  Therefore, a bank cannot sponsor a raffle 

that requires a person to purchase merchandise, pay or donate money, or provide any other “consideration” 

such as opening a deposit account or other bank service as a condition for a chance to be awarded a prize.   

PRIZE PROMOTIONS 

A “prize” is defined under state law as a gift, award, cash award, or other merchandise that is offered or 

awarded to a person in a real or purported contest, competition, sweepstakes, drawing or other selection 

process. Prize promotions are governed by Iowa code chapter 714B and the Iowa Administrative Code 61-

32.  State law permits “prize promotions” if certain requirements are met: 

 Prizes must be delivered to winners within 30 days of the drawing. (Iowa Code 714B.4) 

 Clearly disclose in all advertisements that no purchase, payment, donation or account required 

to enter or win. (Iowa Administrative Code section 61-32.1(b)(1)) 
 

Prize promotions are also permitted under the FDIA provided no consideration or thing of value is required 

for a chance to win the prize.  

https://www.legis.iowa.gov/docs/code/714B.pdf
https://www.legis.iowa.gov/docs/iac/agency/61.pdf
https://www.legis.iowa.gov/docs/iac/agency/61.pdf
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Banks wishing to use a prize promotion for potential new business should follow these guidelines and best 

practices: 

 Make entry forms reasonably available to non-customers as well as customers (e.g., entry slips 

available in bank lobby, in newspaper or online for anyone to register); 

 Ensure that customers do not have a significantly better chance of winning than non-customers; 

 Advertise the availability of the prize promotion in a way that provides a reasonable possibility 

of being seen by non-customers (e.g., newspaper, radio or other public media; signs in bank 

windows that can be seen by passers-by.) 

 Impose no requirement that winners must be present upon prize drawing (e.g., “Need not be 

present to win”). 

 If the fair market value of the prize exceeds $600, include a statement in prize promotion 

advertisements that prize winnings are subject to IRS reporting. 

 

Additional Information 

The bank must take into consideration several other issues when planning a prize promotion.  Under Internal 

Revenue Service rules, if a prize or award has a fair market value of $600 or more, a 1099-MISC must be 

issued to the prize winner at year-end.  State law also requires state income taxes to be deducted from the 

prize and remitted to the Department of Revenue, if the value of the prize exceeds $600.  Records of prize 

promotions and winners may be subject to review by Iowa’s Attorney General for a period of up to one 

year following the promotion.  Records of any advertisements related to the prize promotions must be 

retained for at least two years for review by federal regulatory agencies during compliance examinations. 

Additional Resources 

For more information on conducting a legal prize promotion, contact your primary federal regulator, Iowa’s 

Department of Inspections and Appeals, Gaming Division, at 515-281-6848 or online at 

https://dia.iowa.gov/gambling-amusement/social-charitable-gambling. 

 

 

 

https://dia.iowa.gov/gambling-amusement/social-charitable-gambling

