MEDIA FOCUS

SC RULING RAISES
RED FLAGS FOR
DIGITAL MEDIA

A recent Supreme Court verdict permitting both the
Centre and states to levy separate taxes on precedent
could pave the way for fresh levies on OTT platforms,

digital media, and even social networks—under the

umbrella of “entertainment” taxation.

While the ruling is rooted in pre-GST laws, the apex
court held that service tax (central) and entertainment tax
(state) are distinct and can coexist. However, legal and
industry voices argue that the decision could lead to
fragmented taxation and renewed policy uncertainty for
digital platforms, which were expected to operate under a
streamlined GST regime.

Rohit Jain, Managing Partner at Singhania & Co.,
criticized the verdict’s foundational basis: “The court seems
to have overlooked the legal
nuance between ‘entertainment’ s
and ‘entertainments’—terms that
carry different legal weight. The
ruling could now be used by
states to justify new taxes on
OTT content or even social
media.”

Broadcast executives
share the anxiety. “With ad
revenues already under pressure and subscriber churn
rising, adding another unpredictable tax burden would hurt
broadcasters and digital content platforms alike,” said a
senior industry official.

Legal experts caution that while GST subsumes most
indirect taxes, Entry 62 of the State List still allows states to
regulate and tax entertainment through local bodies. SR
Patnaik, Partner at Cyril Amarchand Mangaldas, noted:
“This ruling constitutionally validates dual taxation—
especially when different aspects fall under separate
legislative powers. But it complicates compliance.”

Patnaik advised digital and OTT platforms to prepare
for jurisdiction-specific challenges: “How services are
classified and where they are consumed will now play a
critical role in determining tax exposure.”

Several legal voices are calling for a review petition
to challenge the ruling before it reshapes India’s digital tax
landscape.®
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