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WHY IN NEWS:

On May 27, 2026, a Supreme Court bench of Justices J.B. Pardiwala and R. Mahadevan upheld the

constitutional validity of the 28% GST levy on the full face value of bets placed on online money gaming,

fantasy sports, casinos and horse racing. The Court held that the skill-vs-chance distinction is

irrelevant once money is staked on an uncertain outcome — validating tax demands cumulatively estimated at

over ₹1 lakh crore from the sector.

THE TAX ARCHITECTURE AT ISSUE

ELEMENT PRE-AMENDMENT (UNTIL SEPT 30, 2023)
POST-AMENDMENT (OCT 1, 2023

ONWARDS)

Tax rate 18% on platform fee/commission 28%

Tax base Gross Gaming Revenue (GGR) — platform’s

commission

Full face value of bets/deposits

Game

classification

Games of skill (rummy, fantasy) taxed lower;

games of chance higher

Distinction abolished for tax purposes

Statutory anchor Sch. III, CGST Act CGST (Amendment) Act, 2023 +

Rule 31B/31C

The GST Council, at its 50th meeting (July 11, 2023) and 51st meeting (August 2, 2023),

recommended the change. The Centre amended the CGST Act in August 2023, with the new rate effective

October 1, 2023.

THE PETITIONERS’ CASE

Online gaming companies (Gameskraft, Dream11, Games24x7, MPL, etc.) argued that games of

skill are not “gambling” or “betting” under the Constitution.

Constitutional bench precedents they relied on:

State of AP v. K. Satyanarayana (1968) — rummy is a game of skill.
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WHAT THE COURT HELD

ISSUE RULING

Skill-vs-chance distinction

for GST

Irrelevant — once money is staked on uncertain outcome, it is taxable as actionable

claim under GST

Tax base of “full face value” Constitutional — falls within Parliament’s power under Article 246A

Retrospective vs prospective The clarification view held — the 2023 amendment was clarificatory of existing law;

tax notices for prior period valid

Article 14 challenge Rejected — uniform 28% on all forms of online money gaming is non-
discriminatory

Article 19(1)(g) (right to

trade)

Reasonable restriction; gaming is a “res extra commercium”-adjacent activity

The Court emphasised the distinction between playing for stakes and playing for recreation — the

latter remains untaxed; only monetised online play attracts GST.

SCALE OF THE EXPOSURE

NUMBER VALUE

Total disputed tax notices (sector-wide) ~₹2.5 lakh crore

Validated by SC (effectively recoverable) ₹1 lakh crore+

Gameskraft single notice (2022) ₹21,000 crore

Industry size (FY24) ~₹16,400 crore revenue

Several mid-tier operators have already shut down; consolidation in favour of large incumbents (Dream11, MPL,

Games24x7) is now likely.

KR Lakshmanan v. State of TN (1996) — horse racing is a game of skill.

Argument: taxing the full deposit (not just commission) is arbitrary, violates Article 14, and would

destroy the industry.

Retrospective demand notices (notably the ₹21,000 crore notice to Gameskraft, 2022) were

also under challenge.
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WIDER IMPLICATIONS

REGULATORY LANDSCAPE — BEYOND TAX

REGULATOR/LAW ROLE

MeitY IT Rules 2023 — Self-Regulatory Bodies (SRBs) for permissible online real-

money games (notification pending operationalisation)

State Governments Tamil Nadu, Karnataka, Andhra Pradesh, Telangana have banned online

money gaming via state law; some state bans struck down by HCs

PMLA Cash-in/cash-out flows subject to anti-money laundering scrutiny

Advertising Standards Council

of India (ASCI)

Guidelines for fantasy sports and gaming ads

WAY FORWARD

Tax certainty for the Centre and States — closes a ₹1 lakh crore+ revenue question.

Industry consolidation — small operators unviable; potential offshore migration of Indian players

to grey-market platforms.

Article 246A — the verdict reinforces Parliament’s plenary power on GST; GST Council

recommendations are persuasive but the constitutional power lies in Article 246A.

Federalism note: Online gaming as “betting and gambling” falls under State List (Entry 34)

for police/criminal regulation, but tax is now under the unified GST regime (Article 246A).

Consumer protection angle — the Court flagged the addictive nature of online gaming as a

societal concern.

Operationalise MeitY SRBs — clear demarcation between permissible online real-money games

and prohibited gambling.

National Online Gaming Authority — single window combining MeitY, FinMin, and consumer-

protection oversight.

Player protection — deposit caps, self-exclusion, age verification (KYC + face match).

Differential rate review — long-term, the GST Council may consider a lower slab for genuine skill-

based fantasy formats, balancing revenue with industry viability.
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UPSC RELEVANCE

GS Paper 3 — Indian Economy:

Analytical hooks for Mains:

FACTS CORNER

Sources: Bar and Bench, LiveMint, The Hindu

Source: Supreme Court Upholds 28% GST on Online Money Gaming — Ujiyari.com | Free UPSC & State PCS

Current Affairs

← NEWER ARTICLE OLDER ARTICLE →

Government Budgeting; Indian Tax System (GST).

Effect of digital technologies on traditional industries.

Investment models — taxation and FDI dynamics.

Article 246A and the federal architecture of GST.

Tax-base design — face value vs gross gaming revenue.

State capacity to regulate digital sin-goods (gaming, alcohol delivery, crypto).

Verdict date: May 27, 2026.

Bench: Justices J.B. Pardiwala and R. Mahadevan.

GST rate on online money gaming: 28% (post-amendment).

Tax base: Full face value of bets/deposits (not GGR).

Effective date of amended regime: October 1, 2023.

GST Council meetings that recommended change: 50th (July 11, 2023) and 51st (August 2, 2023).

Statutory anchor: CGST (Amendment) Act, 2023 + Rule 31B/31C of CGST Rules.

Constitutional power: Article 246A — concurrent Centre + State GST power.

Total disputed exposure: ~₹2.5 lakh crore; validated by SC: ₹1 lakh crore+.

GST Council: Established under Article 279A by the 101st Constitutional Amendment, 2016.

Key precedents on skill-vs-chance: State of AP v. K. Satyanarayana (1968); KR Lakshmanan v. State
of TN (1996).
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