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Just got back from the Casino at the Indian
reservation and had a pretty good night.
They gave me a W-2G showing my winnings
and I got to thinking: Maybe I don’t have to
report that income because it was earned on
a reservation, which is considered outside the
United States. Doesn’t that make it foreign
income?

With more and more gambling
establishments opening, Uncle Sam has
begun scrutinizing gambling winnings a
little closer. Unfortunately for the Indian
reservation gambler, all gambling winnings
are considered income. The fact that the
money was won in a foreign country is

not relevant because as a resident of the
United States Uncle Sam taxes you on your
worldwide income. The fact the Casino
issued the gambler a W-2G insures that the
IRS knows about it and will be expecting to
see that income on the gambler’s tax return.

Generally speaking, all gambling winnings,

‘whether from lotteries, raffles, horse and

dog races, cards, or at casinos are considered
taxable income. If you receive above a
certain amount the payer is required to issue
you a Form W-2G. If you have won more
than $5,000, the payer may be required to
withhold 25 percent of the winnings for
income taxes.

There is some good news. If you itemize,
you can deduct your gambling losses for the
year against your winning. Losses may only
be deducted to the extent you have winnings,
50 you won’t be able to offset other income
with your gambling losses. It is important

to keep an accurate diary or similar record
of your gambling losses. To deduct the loss
you must be able to provide receipts, tickets,

* statements or other records that show the

amount.
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