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JLC Initiative 2026-05 
Exempt Veterans Service Organizations (VSOs) from Limits on 

Use of Proceeds from Charitable Gaming 
 

OBJECTIVE:  Exempt 501(c)(19) Veterans Service Organizations (VSOs) 
from limits on Use of Proceeds from charitable gaming. 
  
BACKGROUND: Existing law and strict regulations require VSOs to use a 
percentage of charitable gaming proceeds for “charity” and severely limits the 
use of proceeds for infrastructure and VSO salaries and other expenses. By 
mandate of federal statute, VSOs exist to serve veterans but also children, 
youth, the local community, and others in need. 

 
DISCUSSION: Restricting VSO use of proceeds to “charity” and limiting what 
may be spent on infrastructure and other expenses undermines the purpose of 
veteran service organizations such as Veterans of Foreign Wars, The American 
Legion, and AMVETs, many of which have Posts that have charitable gaming. 
Virginia recognizes 501 (c) (3) organizations as charity thus allowing largely 
unrestricted ways to account for use of proceeds. The Internal Revenue Service 
recognizes 501 (c) (19) organizations as charity but the Virginia Tax Code does 
not, thus limiting how use of proceeds may be spent for by VSOs. This 
oversight places an undue hardship on VSOs and has contributed to some VSOs 
eliminating charitable gaming and, in some cases, ceasing to exist. 

 
RECOMMENDATION: That the Governor and General Assembly direct that 
501 (c) (19) organizations be classified as charities in the Virginia Tax Code, 
thus freeing Veterans Service Organizations from the strict use of proceeds 
requirements currently imposed or otherwise act to ensure that a VSO may use 
gaming proceeds for its Federal statutory purposes. 

  
 


