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DAILY CURRENT AFFAIRS DATED 07.06.2026

GS Paper II: Current Affairs
1. Supreme Court Upholds Online Gaming Curbs and 28% GST

a. Introduction

The Supreme Court has upheld the constitutional validity of State laws regulating or prohibiting real-
money online gaming and the retrospective 28% Goods and Services Tax (GST) levy on online gaming
platforms. The rulings have far-reaching implications for India's digital gaming industry, the taxation
framework, Centre—State legislative relations and the regulation of online betting.

The judgments address two distinct but interconnected aspects of India's online gaming ecosystem—
constitutional regulation by States and taxation by the Centre.
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b. Background Context

The Supreme Court delivered its verdict in two separate sets of appeals, each concerning a different
dimension of India's online gaming industry.

The first set of appeals dealt with the constitutional validity of State laws regulating online betting and
wagering. In 2021, Tamil Nadu and Karnataka enacted legislation prohibiting betting on games played
in cyberspace and prescribing penalties for violations. Their respective High Courts struck down these
laws, following which the States approached the Supreme Court.

The second set of appeals related to the Goods and Services Tax (GST) imposed on online gaming
platforms. Gaming companies challenged the Centre's decision to levy 28% GST on the full face value
of bets, including retrospective tax demands. They argued that the levy was excessive and failed to
distinguish between the platform's revenue and the total value staked by players.

The Supreme Court upheld both the constitutional validity of the State legislations and the GST
framework, thereby providing clarity on two major issues that had created prolonged uncertainty
within the online gaming industry.
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The judgment on State regulation was primarily based on the constitutional distribution of legislative
powers under the Seventh Schedule.

c. Constitutional Basis

The dispute concerning legislative competence centred on Entry 34 of the State List (List II) of the
Seventh Schedule, which empowers States to legislate on betting and gambling.

The States argued that real-money betting and wagering conducted through online platforms continue
to remain forms of betting and gambling, irrespective of the technology through which they are
offered. Consequently, State legislatures possess the constitutional authority to regulate or prohibit
such activities in the interest of public welfare.

The Supreme Court accepted this reasoning, holding that the digital medium does not alter the
essential character of an activity. Accordingly, States retain the legislative competence to regulate or
prohibit real-money betting and wagering, including activities conducted through online platforms.

The Court further observed that technological innovation cannot be used to circumvent the
constitutional allocation of legislative powers between the Union and the States.

Beyond settling constitutional questions, the judgments have significant implications for federalism,
taxation and the future evolution of India's digital economy.

d. Significance

Strengthens Cooperative Federalism: The judgment reinforces the constitutional principle
of federalism by affirming the legislative competence of States over betting and gambling
under Entry 34 of the State List.

Protects Public Welfare: The Court recognises the responsibility of governments to address
the adverse social consequences associated with online betting, including addiction, financial
distress, indebtedness and harm to vulnerable individuals, thereby strengthening the public
welfare dimension of governance.

Provides Taxation Certainty: By upholding the 28% GST levy, including its retrospective
application, the judgment provides greater legal certainty regarding the taxation of online
gaming businesses and reduces ambiguity in the implementation of the GST framework.
Strengthens Digital Governance: The ruling signals that India's rapidly expanding digital
gaming industry will be subject to stronger regulatory oversight, with greater emphasis on
taxation, consumer protection and responsible gaming practices.

Clarifies Constitutional Principles: The decision establishes that the constitutional
character of betting and gambling does not change merely because such activities are
conducted through digital platforms, thereby ensuring consistency in constitutional
interpretation.

e. Challenges

Higher Tax Burden: The levy of 28% GST on the full face value of bets substantially
increases the tax burden on online gaming platforms and may affect their commercial
viability.

Impact on Investment and Innovation: Higher compliance costs could discourage
investment, innovation and the growth of legitimate businesses, particularly start-ups and
smaller enterprises with limited financial capacity.

Continuing Legal Ambiguity: The distinction between games of skill and games of chance is
likely to remain an area of future litigation as technological innovation creates new forms of
digital gaming that may not fit neatly within traditional legal categories.

Growth of Illegal Platforms: Excessive taxation and stringent regulation may encourage
users to migrate towards illegal or offshore gaming platforms, weakening regulatory oversight,
reducing tax compliance and increasing consumer risks.
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The combined effect of stricter regulation and higher taxation is expected to reshape the structure and
functioning of India's online gaming industry.

f. Likely Impact on the Industry

Increased Compliance Costs: Online gaming companies are expected to face substantially
higher operating and compliance costs because of both the GST framework and State-specific
regulatory requirements.

Greater Regulatory Compliance: Businesses are likely to strengthen internal compliance
systems to meet evolving requirements relating to taxation, responsible gaming and consumer
protection.

Industry Consolidation: Higher regulatory costs may accelerate industry consolidation, with
larger firms better positioned to absorb compliance expenses than smaller operators.
Business Model Transformation: The judgment is likely to encourage gaming companies to
redesign business models, pricing structures and operational strategies to minimise legal
risks while remaining compliant with taxation and regulatory requirements.

As the digital gaming sector continues to expand, an appropriate regulatory framework will be
essential to balance innovation with consumer protection and public welfare.

g. Way Forward

Develop a Comprehensive Regulatory Framework: India should consider developing a
comprehensive national regulatory framework that clearly distinguishes legitimate skill-based
gaming from betting and gambling while respecting the constitutional powers of the States.
Strengthen Consumer Protection: Consumer safeguards should be enhanced through age
verification mechanisms, responsible gaming practices, spending limits, transparent
disclosures and effective grievance redressal systems.

Periodically Review the GST Framework: The GST regime should be reviewed periodically
to ensure an appropriate balance between revenue mobilisation, regulatory objectives and the
sustainable growth of the digital gaming industry.

Improve Centre-State Coordination: Greater coordination between the Centre and the
States will be essential to ensure consistent enforcement, prevent regulatory arbitrage and
effectively curb the growth of illegal offshore gaming platforms.

Encourage Responsible Innovation: Policy should encourage innovation in legitimate digital
gaming while ensuring that technological advancement does not compromise consumer
welfare, financial integrity or constitutional principles.

Conclusion

The Supreme Court's rulings reaffirm the constitutional authority of States to regulate real-money
online gaming and uphold the Centre's power to tax the sector under the GST framework. Going
forward, the challenge will be to strike a balanced regulatory approach that safeguards public welfare
and ensures tax compliance while fostering innovation, legal certainty and sustainable growth in
India's digital gaming ecosystem.
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Reader’s Note — About This Current Affairs Compilation
Dear Aspirant,

This document is part of the PrepAlpine Current Affairs Series — designed to bring clarity, structure,
and precision to your daily UPSC learning.

While every effort has been made to balance depth with brevity, please keep the following in mind:
1. Orientation & Purpose

This compilation is curated primarily from the UPSC Mains perspective — with emphasis on
conceptual clarity, analytical depth, and interlinkages across GS papers.

However, the PrepAlpine team is simultaneously developing a dedicated Prelims-focused Current
Affairs Series, designed for:

e factual coverage
e data recall
e Prelims-style MCQs
e objective pattern analysis
This Prelims Edition will be released separately as a standalone publication.

2. Content Length

Some sections may feel shorter or longer depending on topic relevance and news density.
To fit your personal preference, you may freely resize or summarize sections using any LLM tool
(ChatGPT, Gemini, Claude, etc.) at your convenience.

3. Format Flexibility
The formatting combines:
e paragraphs
e lists

e tables

e visual cues

—all optimised for retention.

If you prefer a specific style (lists — paras, paras — tables, etc.), feel free to convert using any free
LLM.

4. Monthly Current Affairs Release

The complete Monthly Current Affairs Module will be released soon, optimized to a compact 100-150
pages — comprehensive yet concise, exam-ready, and revision-efficient.
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