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INTRODUCTION  

The rapid expansion of India's online gaming industry has raised complex legal questions 

concerning taxation, regulation, and the distinction between games of skill and games of 

chance. The Supreme Court's decision in Directorate General of Goods and Services Tax 

Intelligence (DGGI) v. Gameskraft Technologies Pvt. Ltd. (2026) marks a significant 

development in this evolving legal landscape. The judgment not only resolves one of the largest 

tax disputes in Indian history but also fundamentally reshapes the jurisprudence governing the 

taxation of online real-money gaming under the Goods and Services Tax (GST) regime. 

The dispute began after the Directorate General of Goods and Services Tax Intelligence 

(DGGI) attached a show cause notice to the Managers of Gameskraft Technologies demanding 

Rs. 21,000 crores as GST to be paid by them. The company used to pay tax on only the platform 



fee rather than the prize money staked by players. This was questionable by the GST 

department and they brought a suit regarding payment of whole amount as tax. While the 

Karnataka High Court quashed the demand by relying on the Satyanarayana judgment that 

online rummy was predominantly a game of skill, but on the contrary Supreme Court adopted 

a different approach. The approach adopted was rather than focusing on the traditional 

distinction between games of skill and games of chance, the Court examined the legislative 

framework introduced through the Finance Act, 2023, and upheld Parliament's competence to 

classify online money gaming as a taxable actionable claim under the GST regime. 

The decision is particularly noteworthy because it signals a jurisprudential shift from the 

judicially developed "skill-versus-chance" doctrine towards a statutory "staking-based" 

framework for taxation. Consequently, the judgment has profound implications not only for 

online gaming operators but also for constitutional law, fiscal federalism, and the future 

regulation of India's digital economy. This commentary examines the facts, legal issues, 

judicial reasoning, and broader implications of the decision while critically evaluating whether 

the Court has struck an appropriate balance between legislative policy and constitutional 

principles. 

 FACTUAL BACKGROUND 

Gameskraft Technologies Private Limited is one of India's leading online gaming companies, 

providing digital platforms for games such as online rummy and fantasy sports involving 

monetary stakes. The company operated by collecting entry fees from participants, retaining a 

predetermined platform commission, and distributing the remaining amount among winning 

participants as prize money. 

In September 2022, the Directorate General of GST Intelligence issued a show-cause notice 

demanding approximately Rs.21,000 crore towards unpaid GST. According to the Revenue 

authorities, Gameskraft had wrongly discharged GST only on the platform fee retained by it, 

whereas the entire amount deposited by players constituted the taxable value of supply. The 

authorities further alleged that the activities of the company amounted to betting and gambling 

under Entry 34 of List II1, thereby attracting GST on the total stake value under Rule 31A2 of 

the Central Goods and Services Tax Rules, 2017(Central GST Rules,2017). 

 
1 INDIA CONST. sched. VII, list II, entry 34. 
2 Central Goods and Services Tax Rules, 2017, rr. 31A, 31B & 31C (India). 



Gameskraft challenged the notice before the Karnataka High Court3, contending that online 

rummy is predominantly a game of skill, a position consistently recognised by Indian courts in 

earlier decisions such as State of Andhra Pradesh v. K. Satyanarayana4 and State of Bombay v. 

R.M.D. Chamarbaugwala5. Accepting these arguments, the High Court quashed the show-

cause notice and held that GST could not be levied on the entire prize pool merely because real 

money was involved. 

During the pendency of the appeals before the Supreme Court, Parliament enacted the Finance 

Act, 20236, substantially amending the Central Goods and Services Tax Act, 20177. The 

amendments introduced specific provisions governing online money gaming, casinos, and 

horse racing, treating them as taxable actionable claims8 and prescribing GST on the full 

amount deposited by players. Consequently, the Supreme Court was required not only to 

determine the validity of the Karnataka High Court's decision but also to examine the 

constitutional validity and legal consequences of the amended statutory framework. 

ISSUES  

The Supreme Court considered the following principal issues: 

1. Whether Parliament was constitutionally competent to amend the GST framework by 

treating online money gaming as a taxable actionable claim. 

2. Whether GST under the amended provisions is payable on the entire amount staked by 

participants or merely on the platform fee retained by the gaming operator. 

3. Whether the traditional judicial distinction between games of skill and games of chance 

continues to govern the levy of GST on online gaming transactions. 

4. Whether the Karnataka High Court was justified in quashing the show-cause notice 

issued by the Directorate General of GST Intelligence. 

 

ARGUMENTS ADVANCED BY THE PARTIES 

 
3 Gameskraft Technologies (P) Ltd. v. Directorate General of GST Intelligence, 2023 SCC OnLine Kar 18. 
4 State of Andhra Pradesh v. K. Satyanarayana, AIR 1968 SC 825. 
5 State of Bombay v. R.M.D. Chamarbaugwala, AIR 1957 SC 699. 
6 Finance Act, No. 8 of 2023 (India). 
7 Central Goods and Services Tax Act, No. 12 of 2017,(India). 
8 Central Goods and Services Tax Act, 2017, § 2(102A), No. 12, Acts of Parliament, 2017 (India). 



Arguments of the Appellants (DGGI) 

The Revenue authorities argued that the Finance Act, 20239 had fundamentally altered the 

statutory framework governing online gaming. Parliament, exercising its legislative powers 

under Article 246A10 of the Constitution, had expressly classified online money gaming 

involving monetary stakes as a taxable actionable claim. Consequently, earlier judicial 

precedents such as RMDC11, K. Satyanarayana12 which distinguished games of skill from 

gambling could not override the legislative mandate governing GST. 

The appellants further contended that GST is a tax on "supply" rather than on profits earned by 

the supplier. Therefore, the taxable value necessarily includes the entire amount deposited by 

participants and not merely the commission retained by the gaming platform. They also 

submitted that taxation policy falls within the exclusive domain of the legislature, and courts 

should refrain from interfering unless the statutory provisions are manifestly arbitrary or 

unconstitutional. 

Arguments of the Respondents (Gameskraft Technologies Pvt. Ltd.) 

Gameskraft argued that it merely acted as an intermediary facilitating online skill-based games 

and retained only a small platform fee as consideration for its services. The prize pool, 

according to the respondent, belonged to the participating players and could not be treated as 

the company's taxable turnover. 

The respondent further contended that Indian jurisprudence has consistently recognised games 

such as rummy as games of skill rather than gambling. Consequently, imposing GST on the 

entire stake amount merely because participants wager money would disregard decades of 

settled judicial precedent. Gameskraft also questioned the constitutional validity of taxing the 

entire deposited amount, arguing that such a levy lacked proportionality and imposed an 

excessive financial burden upon legitimate online gaming operators. 

 

RELEVANT LEGAL FRAMEWORK 

 
9 Supra note 6 
10 INDIA CONST. art. 246A. 
11 Supra note 5 
12 Supra note 4 



The dispute centred on the interpretation of the Central Goods and Services Tax Act, 2017, 

particularly Sections 7, 9 and 1513, which define "supply," prescribe the levy of GST, and 

determine the valuation of taxable supplies. The Finance Act, 2023 introduced a significant 

legislative change by specifically recognising "online money gaming" as a taxable actionable 

claim and prescribing GST on the full amount deposited by players. The amendments also 

modified Schedule III and Rule 31A14 of the CGST Rules to create a distinct taxation 

framework for online gaming, casinos and horse racing15. 

Constitutionally, the case involved Article 246A, which grants Parliament and State Legislature 

concurrent powers to draft laws on GST. The Court also considered earlier precedents such as 

State of Bombay v. R.M.D.C16, K. Satyanarayana17, and Sunrise Associates v. Government of 

NCT of Delhi18. While these decisions recognised the distinction between games of skill and 

games of chance in different legal contexts, the Court held that they could not override an 

explicit statutory framework enacted under Parliament's taxation powers. 

 JUDGMENT 

The Supreme Court allowed the appeals filed by the Directorate General of GST Intelligence 

and set aside the Karnataka High Court's judgment. It upheld the constitutional validity of the 

Finance Act, 2023 amendments and held that online money gaming involving monetary stakes 

constitutes a taxable actionable claim under the amended GST regime. 

The Court ruled that GST is payable on the entire amount deposited by players for participating 

in online money gaming rather than merely on the platform fee retained by the operator. It 

further restored the show-cause notices issued against Gameskraft, directing that adjudication 

should proceed in accordance with law after providing the company with an opportunity to 

present its defence19. 

 
13Central Goods and Services Tax Act, No. 12 of 2017, §§ 2(31), 7, 9, 15 (India). 
14 Supra note 2 
15 Directorate General of Goods & Services Tax Intelligence (HQS) v. Gameskraft Technologies Pvt. Ltd., Civil 
Appeal Nos. 8241–8244 of 2026 (arising out of SLP (C) Nos. 19366–19369 of 2023), 2026 INSC 595, – (S.C. 
May 27, 2026).  
16 Supra note 5 
17 Supra note 4 
18 Sunrise Associates v. Government of NCT of Delhi, (2006) 5 SCC 603. 
19 Directorate General of Goods & Services Tax Intelligence (HQS) v. Gameskraft Technologies Pvt. Ltd., Civil 
Appeal Nos. 8241–8244 of 2026 (arising out of SLP (C) Nos. 19366–19369 of 2023), 2026 INSC 595, – (S.C. 
May 27, 2026).  
 



 

JUDICIAL REASONING 

The Supreme Court distinguished between the regulatory treatment of gambling laws and the 

taxation of online gaming. It observed that the earlier "skill-versus-chance" doctrine had 

evolved primarily in the context of criminal liability and public morality under gambling 

statutes. However, GST is a fiscal measure governed by legislative policy rather than criminal 

jurisprudence. 

The Court held that Parliament possesses wide discretion in identifying taxable events and 

determining the valuation of supplies under Article 246A. Once the legislature expressly 

classified online money gaming involving stakes as a taxable actionable claim, courts could 

not invalidate the policy merely because games such as rummy involve substantial skill. The 

decisive factor was not the nature of the game but the statutory character of the transaction 

created by the amended law. 

The Bench also rejected the contention that taxing the entire stake amount was unconstitutional. 

It observed that the measure of taxation falls within the legislative domain and does not become 

invalid merely because it results in a higher tax burden. Unless the legislation is manifestly 

arbitrary or violates constitutional limitations, judicial review must remain limited 

CRITICAL ANALYSIS 

The significance of the judgment lies not merely in its fiscal consequences but in the 

jurisprudential shift it introduces. Traditionally, Indian courts have consistently distinguished 

games of skill from games of chance, recognising that skill-based competitions do not 

constitute gambling. Decisions such as R.M.D.C and K. Satyanarayana established that games 

predominantly dependent upon skill enjoy constitutional and legal protection. The Karnataka 

High Court relied upon this settled position while quashing the GST demand against 

Gameskraft. 

The Supreme Court, however, consciously departed from this line of reasoning by holding that 

the distinction between skill and chance is not determinative under the amended GST 

framework. Instead, the Court recognised Parliament's authority to define the taxable event 

independently of gambling. This represents a fundamental shift from a judicially evolved 

doctrine to a legislatively prescribed taxation model based on the existence of monetary stakes. 



Nevertheless, certain aspects of the decision remain open to criticism. Taxing the entire amount 

deposited by participants, rather than the actual revenue earned by gaming operators, departs 

from the commercial reality of online gaming transactions. In many instances, the platform 

merely facilitates interaction between players and retains only a small commission as 

consideration. Treating the entire prize pool as the taxable value arguably inflates the tax base 

beyond the operator's actual economic benefit. 

Furthermore, the judgment may have broader implications beyond taxation. Although the Court 

clarified that the skill-versus-chance distinction continues to operate in criminal and regulatory 

law, reducing its relevance in fiscal jurisprudence could create conceptual inconsistencies 

across different branches of law. The same online game may therefore be regarded as a 

protected game of skill for regulatory purposes while simultaneously attracting taxation similar 

to betting or gambling under the GST regime. 

From a policy standpoint, the judgment provides much-needed certainty after years of 

conflicting interpretations. However, it may also increase compliance costs, discourage 

investment, and affect the competitiveness of India's online gaming industry. Future legislative 

intervention may therefore be necessary to balance revenue generation with the sustainable 

growth of legitimate digital gaming platforms. 

 

CONCLUSION 

The Supreme Court's decision in Directorate General of GST Intelligence v. Gameskraft 

Technologies Pvt. Ltd. (2026) marks a significant moment in India's taxation and digital 

economy jurisprudence. By upholding the constitutional validity of the amended GST regime 

and restoring the tax proceedings against Gameskraft, the Court shifted the focus of GST 

analysis from the traditional "skill-versus-chance" doctrine to a statutory framework based on 

taxable actionable claims. 

While the judgment strengthens fiscal certainty and affirms Parliament's authority to shape 

taxation policy, it also raises important questions regarding proportionality, commercial reality, 

and the future development of India's online gaming sector. Ultimately, the decision reflects 

the judiciary's recognition that questions of taxation are matters of legislative policy, leaving 

future reforms to Parliament rather than the courts. As India's digital economy continues to 



evolve, this judgment will remain a foundational precedent in understanding the intersection 

of taxation, technology, and constitutional law. 

 

 

 


