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Rummy, whether played offline or online with stakes or without stakes, is 
not gambling  

27 July 2020  7 October 2022 

19 May 2023 

The definition of the term 'goods' in Section 2(52) of 
the GST Act includes actionable claims. However, 
actionable claims, other than lottery, betting and 
gambling, are treated neither as a supply of goods 
nor a supply of service as per Schedule III of the 
GST Act. The GST rate on actionable claim in the 
form of chance to win in betting or gambling is 28% 
on the total bet value, whereas in the case of 
facilitation of on-line gaming services, the GST rate 
is 18% on the platform commission/service fee. In 
this background, the Karnataka High Court1 has 
upheld that rummy is a game of skill and 
accordingly not betting/ gambling, whether it is 
played offline or online. According, GST would be 
payable at the rate of 18% only.   

Facts of the case 

• The Petitioner runs a technology platform that
allows users to play online games against each
other. Out of the total games, 96% of the games
played on the platform of the Petitioner is
‘Rummy’.

• Between 11-13 November 2021, Revenue
undertook search and seizure operations of the
premises of the Petitioner. Thereafter, Revenue
passed a Provisional Attachment Order to
attach the bank accounts of the Petitioner.
Summons were issued to the officials of the
Petitioner-Company. Subsequently, on 8
September 2022, Revenue issued Intimation
Notice under Section 74(5) of the GST Act.
Immediately thereafter, the Revenue issued a
show cause notice (SCN) under Section 74(1)
alleging that the Petitioner is involved in
betting/gambling and supplies actionable claims
and that the petitioner is guilty of evasion of
GST by misclassifying their supply as services
under SAC 998439 and their taxable value.

____________ 

1 Gameskraft Technologies Private Limited v. Directorate General of 
Goods Services Tax Intelligence & Ors. [2023-VIL-291-KAR] 

• Petitioner filed writ petitions challenging the
attachment order, intimation notice and show
cause notice.

Petitioner’s contentions 

• The allegation that Petitioner is involved in the
supply of an 'actionable claim' is erroneous. The
Petitioner merely facilitates the playing of skill-
based games between users/players on its
technology platform in return for consideration
in the form of platform fees on which GST is
paid. Petitioner has no role / influence insofar as
the playing of the games are concerned.

• It is well settled that 'games of skill' played with
monetary stakes do not partake the character of
betting.

• Rummy is a game of skill. The key skills
involved in rummy are memorising the fall of
cards, building up the right sequences by
discarding cards and drawing cards from the
open pile.

• It makes no difference if game of skills is played
physically or virtually, the same predominance
test applies to ascertain the true character of
the game.

• The buy-in amount is not the property of the
Petitioner. It is distributed to the winning players
once the game is over.

• It is stated explicitly in the terms and conditions
of the game that the monies deposited by the
players are held in 'trust' by the Petitioner.
There is no liability of GST as this prize pool is
not a ‘consideration’ for any services provided
by the Petitioner. The petitioner does not have
any right or claim over the price pool and merely
holds the same in a fiduciary capacity only to
facilitate the games played.
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• The terms 'betting' and 'gambling' must be given 
the same interpretation given to them by the courts 
in the context of Entry 34 of List II of the Seventh 
Schedule to the Constitution and the Public 
Gaming Act, 1867. 

Our comments 

The Karnataka High Court Ruling comes as a major 
relief for the gaming industry, who have been 
witnessing significant investigations under GST.   
 
The gaming industry would keenly follow the Revenue’s 
next course of action and GST Council’s decision on 
taxability of online games.  
  
Fate of pending investigations on the issue would still 
need to be seen; specifically, Revenue's next steps on 
issuing protective SCNs on the matter, given the 
approaching normal period of limitation for FY 2017-18. 
 

 

• Providing discounts and incentives to market 
one’s business and platform does not change 
the nature of games played on the platform, 
also the option to play more games or withdraw 
the winnings entirely remains with the players.  

Revenue’s contentions 

• Players of rummy on the Petitioner's platform 
forecast, i.e., predict in anticipating the unknown 
and uncertain future event of the player winning 
the game of rummy and placing stakes on it. 
This is nothing but betting and gambling.  
 

• Profits and gains from games of rummy amount 
to betting and gambling in view of the decision 
of the Supreme Court in the case of State of 
Andhra Pradesh v. K. Satyanarayana & Ors2.  
 

• Game of rummy played on the platform of the 
Petitioner is nothing but a pure game of chance. 
The only criteria to enter Petitioner’s platform is 
placing stakes by a player. 
 

• Skill is not the qualifying criteria for the 
impugned game since skill must be discernible 
from superior knowledge, training, attention, 
experience and adroitness of the player.  Also, 
platform does not record the skill level of a 
player and does not disclose the same to all the 
players seated at a table. 
 

• Petitioner charges 10% of the total amount of 
stakes placed by the players seated at a 
particular table as its commission. The 
Petitioner terming the commission as a 'service 
fee' for using the platform deserves to be 
rejected since this is not uniform across the 
board to all players. 

High Court’s decision  

The Karnataka High Court allowed the writ petitions 
in favour of the Petitioner. It quashed the impugned 
show cause notice and dissolved the interim orders. 
The prominent inferences pronounced by the Court 
after analysing several other judgements are as 
follows: 
 

• Rummy, whether played offline or online with 
stakes or without stakes, is not gambling. 

• Inclusion of wager or other similar activities in 
the definition of ‘business’ in Section 2(17) does 
not mean that ‘lottery, betting and gambling’ are 
the same as games of skill. 

________________ 

2 AIR 1968 SC 825 

 



 

 

 

 

 

 

Noida 

Unit No. 501, 5th Floor, 

Advant Navis Business Park, 

Tower-A, Plot# 7, Sector 142,  

Expressway Noida,  

Gautam Budh Nagar,  

Noida – 201 305. 

Tel: +91 0120 386 8000 

 

Pune 

9th floor, Business Plaza,  

Westin Hotel Campus, 36/3-B,  

Koregaon Park Annex,  

Mundhwa Road, Ghorpadi,  

Pune – 411 001. 

Tel: +91 20 6747 7000  

 

Vadodara  

Ocean Building, 303, 3rd Floor,  

Beside Center Square Mall,  

Opp. Vadodara Central Mall,  

Dr. Vikram Sarabhai Marg,  

Vadodara – 390 023. 

Tel: +91 265 619 4200 

 

Vijayawada 

Door No. 54-15-18E,  

Sai Odyssey, 

Gurunanak Nagar Road, NH 5, 

Opp. Executive Club, Vijayawada, 

Krishna District, 

Andhra Pradesh – 520 008. 

Tel: +91 0866 669 1000 

 

 

Ahmedabad 

Commerce House V, 9th Floor,  

902, Near Vodafone House, Corporate Road, 

Prahlad Nagar, 

Ahmedabad – 380 051. 

Tel: +91 79 4040 2200 
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Embassy Golf Links Business Park,  

Pebble Beach, ‘B’ Block,  
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Chandigarh 

SCO 22-23 (1st Floor),  

Sector 8C, Madhya Marg,  

Chandigarh – 160 009. 
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Chennai 

KRM Towers, Ground Floor,  

1, 2 & 3 Floor, Harrington Road, 

Chetpet, Chennai – 600 031. 

Tel: +91 44 3914 5000  

 

Gurugram 

Building No.10, 8th Floor, 

DLF Cyber City, Phase II, 

Gurugram, Haryana – 122 002. 

Tel: +91 124 307 4000 
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Salarpuria Knowledge City,  

6th Floor, Unit 3, Phase III,  

Sy No. 83/1, Plot No 2, Serilingampally 
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Ranga Reddy District,  

Hyderabad – 500 081. 

Tel: +91 40 6111 6000 

 

Jaipur  

Regus Radiant Centre Pvt Ltd., 

Level 6, Jaipur Centre Mall, 

B2 By pass Tonk Road, 

Jaipur – 302 018. 

Tel: +91 141 - 7103224 

 

Kochi 

Syama Business Centre,  

3rd Floor, NH By Pass Road,  

Vytilla, Kochi – 682 019.  

Tel: +91 484 302 5600  

 

Kolkata 

Unit No. 604,  

6th Floor, Tower – 1,  

Godrej Waterside,  

Sector – V, Salt Lake,  

Kolkata – 700 091.  

Tel: +91 33 4403 4000  
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2nd Floor, Block T2 (B Wing), 

Lodha Excellus, Apollo Mills Compound, N M 

Joshi Marg, Mahalaxmi, Mumbai- 400011  

Tel: +91 22 3989 6000 
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