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 In FY20, Paytm First Games recorded a revenue of INR 19.4 Cr, an increase of 55%
year-on-year (YoY) from INR 12.5 Cr in FY19

 Of the total revenue, a little over INR 17 Cr was operational revenue, which includes the
company’s income from contests, advertisements and in-app purchases, and affiliate
commission

 Paytm First Games claimed it witnessed over 75,000 new users joining the platform every
day during the lockdown in 2020

If the potential of online gaming wasn’t evident before, 2020 surely drove the realisation home,
with many hailing it as the sunrise sector. The bevy of offerings, ranging from online games of skill
such as rummy, poker and fantasy sports, to casual video games to esports titles, meant that
India’s online gaming players offered something for everyone. This at a time many were hunting
for engaging apps on their smartphone to kill time amid the Covid-19 lockdown.



A prelude to this growth can be seen by studying the financial performance of one of the players,
Paytm First Games. In the fiscal year ended March 31, 2020 (FY20), the company, a subsidiary of
One97 Communications, which owns and operates digital payments giant Paytm, recorded a
revenue of INR 19.4 Cr, an increase of 55% year-on-year (YoY) from INR 12.5 Cr in FY19.

Of the total revenue, a little over INR 17 Cr was operational revenue, which includes the
company’s income from contests which are run on the Paytm First Games platform, income from
advertisements and in-app purchases and from affiliate commission. Income from contests
makes up 95.44% of the company’s operational revenue, while advertisements and in-app
purchases account for 4.42% of the operating revenue. Affiliate commission accounts for 0.14%
of the total income.

It is worth noting that income from contests includes platform and participation fees that are
collected from users, in order to allow them to participate in a gaming contest on the Paytm First
Games platform. This income from contests is net of the cash prizes and similar incentives paid to
certain users.

During the same period, Paytm First Games’ total expenses rose by 205%, from INR 39.14 Cr in
FY19 to INR 119.34 Cr in FY20. Thus, the company’s net loss grew by 224%, from INR 29.87 Cr in
FY19 to INR 97 Cr in FY20. While the loss has certainly grown, it needs to be noted that Paytm’s
gaming platform was only launched in 2018.

As for the breakup of the company’s expenses, employee benefit expenses increased by 55% to
INR 20.5 Cr; depreciation, depletion and amortisation expense increased by 33% to INR 2.4 Cr;
and, other expenses, which includes the company’s spending on rent, fuel, legal and advertising
services, increased by 301% to INR 96.3 Cr.

Notably, Paytm First Games’ advertising and promotional expenses increased by 1226%, from INR
2.7 Cr in FY19 to INR 35.8 Cr in FY20.

Post-Pandemic Boom

Paytm First Games was launched in January 2018 in India as a joint venture with AGTech Holdings
Limited, a Chinese gaming and entertainment company. Paytm rebranded the gaming platform to
First Games in 2019.

The filings note that while the Covid-19 pandemic affected operations for most companies across
the world, the nature of Paytm First Games’ operations is such that it was not negatively
impacted by the pandemic. Considering that the filings only state the company’s performance till
the end of March 2020, it is to be expected that Paytm First Games’ revenue will grow further in
FY21.

“With more people staying home, there has been a significant increase in the number of playing
users, visitors and transactions on the company’s platform,” read the filings.



Last year, Paytm First Games had claimed to have more than half a million daily active gamers on
the platform, spending anywhere between 32 to 45 minutes playing more than 100 games. In
March, when the lockdown to curb Covid-19 was announced, Paytm First Games claimed it
witnessed over 75,000 new users joining the platform every day.

While FY20 may have been rosy, by its own claims, in terms of the uptick in users, the platform
has had its share of troubles in the ongoing fiscal year (FY21). More on that later.

The filings also mention that the company has approved plans for the incorporation of a
wholly-owned subsidiary company in China for availing technical support services and exploring
business opportunities in the country. However, during the period reviewed in the financial
documents, the China subsidiary wasn’t incorporated.

Online Gaming Caught Between Skill, Chance & Regulation In

India

Some online games walk the thin line between skill, chance and strict regulations.

Supreme Court judgments since the 1960s have held that games such as poker and rummy have
a dominant element of ‘skill’, which trumps the element of ‘chance’, hence ruling that both games
are skill-based card games and as such, should be exempted from the anti-gambling regulations
when played for stakes.

However, given that gambling is a state subject, different states have framed their laws, some of
which have outrightly banned all real-money card games. These include Telangana and Odisha,
where there’s a blanket ban on card games played for a stake.

In states such as Sikkim and Nagaland, while the respective state governments have excluded the
staking of money on games of skill from the ambit of gambling, the operators of online gaming
portals are mandated to get licenses for conducting such games within state boundaries.

Plus, there are games that may prima facie look like games of skills but their rules and features
may not fit the legal definition, which also complicates the situation further.

In September, Paytm First Games was removed from the Google Play Store, the latter telling
Paytm that its app had violated Google’s anti-gambling policies. The company was running a daily
fantasy sports competition under the garb of a cashback scheme, something that is prohibited in
the Play Store’s policies.

Paytm was also found to be promoting the Paytm First Games through its core payments app.
News had emerged at the time that the Federation of Indian Fantasy Sports (FIFS) an industry
body for fantasy sports players in India headed by market leader Dream11, had alerted Google



that Paytm was operating in violation of the Play Store policies.

After the app takedown, Paytm, in a blog post, had accused Google of abusing its monopoly and
of arm-twisting app makers.

In the latter half of 2020, southern states Andra Pradesh and Karnataka outlawed real-money
online gaming, after a spate of public interest litigations in the high courts of these states had
talked about online poker and rummy inculcating a gambling addiction among youth, often
leading them to suicide.

This month, a plea was filed in the Kerala High Court, demanding a ban on all forms of online
gaming in the state. While India’s online gaming players still offer their services in the state, the
real money games on these platforms aren’t available for the users there.

According to an Inc42 Plus report titled, “Unlocking Mobile Gaming: Behind The $1.2 Bn India
Opportunity”, the Indian mobile gaming market, with 326 Mn mobile gamers as of last year, was
pegged to be a $1.2 Bn market opportunity by the end of 2020. With this market size, India
would have finished 2020 in sixth position globally and among the top five markets for mobile
gaming in terms of the userbase.

Further, the market is expected to grow at a CAGR of 6.1% and reach a market size of $1.6 Bn in
2025.
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