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Honorable Chairperson
Senate Committee on Governmental Organization
Attention: Felipe Lopez, Chief Consultant

Honorable Blanca Rubio, Chair
Assembly Committee on Governmental Organization
Attention: Eric Johnson, Chief Consultant

Honorable Chairperson
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Attention: Diego Emilio J. Lopez, Subcommittee Consultant

Honorable Sharon Quirk-Silva, Chair
Assembly Committee on Budget, Subcommittee No. 5 on State Administration
Attention: Patrick Le, Subcommittee Consultant

Subject: Mandated Legislative Report re: Cardroom and Third-Party Proposition
Player Services (TPPPS) Annual Fees

Pursuant to subdivision (f) of Business and Professions Code Section 19951, the
California Gambling Control Commission (Commission) submits the biennial report
providing the description and calculation of gambling license annual fees for cardrooms
and TPPPS.

Subdivision (f) of Business and Professions Code Section 19951 requires the California
Gambling Control Commission (Commission) to provide a report to the appropriate
budget and policy committees of the Legislature, beginning January 1, 2023 and every
two years thereafter, detailing the fee levels established by the Commission’s
regulations. Statute also requires the report to describe how fees for each licensing
category were calculated, including how licensee gross revenues and state regulatory
costs were used in the calculation. Additionally, the Commission must include a
breakdown of the personnel cost, operating cost, and overhead cost figures used to
determine fee levels, if a workload-based methodology was used to establish fees.
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Background

In response to audit findings and recommendations published by the California State
Auditor on May 16, 2019 (2018-132), the Commission and the California Department of
Justice Bureau of Gambling Control (Bureau) contracted with MGT Consulting Group
(MGT), a third-party consulting company, to complete a cost and fee study. The study,
dated June 9, 2021, provided fee recommendations to better align the fee revenue
collected and deposited into the Gambling Control Fund (GCF) with the costs of the
activities the fund supports. The Commission and Bureau committed to conducting a
cost and fee analysis on an annual basis, and a fee restructuring analysis on a biennial

basis, once the initial fee changes are finalized.

Annual Fee Levels Established by Commission Requlations

As a result of the calculations described below, the Commission established the
following annual fee amounts for each licensing category.

TPPPS Business License Annual Fee Amounts (California Code of Regulations, Title 4,
Division 18, Chapter 3, Article 1, Section 12252.2):

Revenue Under $1.5 Million

Type of TPPPS Business Licensee Annual Fee
Surrendered or Revoked Licensee $0
Non-Operational Licensee $2,411
Active Licensee — 3-Year Average Gross $4,823

Active Licensee — 3-Year Average Gross
Revenue of $1.5 Million or More

1.48% of the 3-Year Average Gross
Revenue

Cardroom Business License Annual Fee Amounts (California Code of Regulations, Title
4, Division 18, Chapter 7, Article 1, Section 12368.2):

Type of Cardroom Business Licensee

Annual Fee

Revenue Under $1.5 Million

Surrendered or Revoked Licensee $0
Non-Operational Licensee $6,234
Active Licensee — 3-Year Average Gross $12,468

Active Licensee — 3-Year Average Gross
Revenue of $1.5 Million or More

1.33% of the 3-Year Average Gross
Revenue

Calculation of Annual Fees

The annual fee analysis included the review of all cardroom and TPPPS functions and
related state regulatory costs within the Commission and the Bureau, which were then
divided into “cost pools” to identify which part of the industry, the Cardroom and/or
TPPPS, was driving the workload. The sum of the cost pools represents the total



https://information.auditor.ca.gov/reports/2018-132/index.html
http://www.cgcc.ca.gov/documents/reports/MGT_Report_of_Findings_RELEASED_9-22-2021.pdf
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statewide annual fee necessary to adequately cover state regulatory costs. A review of
each business licensee’s three-year average gross revenue was used to identify each
licensee (cardroom or TPPPS) as licensed, but non-operational; operational with a
three-year average gross revenue under $1.5 million; or operational with a three-year
average gross revenue of $1.5 million or more.

A base annual fee amount was determined by identifying the total annual fee costs
attributed to the cardrooms and TPPPS, divided by their respective three-year average
Commission actions. The base annual fee amount was charged to the operational
entities with a three-year average gross revenue under $1.5 million. An amount equal to
half of the base annual fee was charged to those entities that remain licensed, but are
non-operational. The total three-year average gross revenue of those business
licensees identified as operational entities with $1.5 million or more in three-year
average gross revenue was used to equitably distribute the total remaining annual costs
to be recovered. Specifically, the remaining total statewide annual fee necessary to
adequately cover state regulatory costs (after accounting for the base annual fee
amounts paid by non-operational entities and operational entities with a three-year
average gross revenue under $1.5 million) was divided by the total three-year average
gross revenue of all entities with $1.5 million or more in three-year average gross
revenue, to determine an equitable percentage of gross revenue to be paid by entities
with $1.5 million or more in three-year average gross revenue.

Calculations of fees for each business licensing category, which reflect how business
licensee gross revenues and state regulatory costs were used in the calculation, are
reflected in Exhibit A. A breakdown of the personnel cost, operating cost, and overhead
cost figures used to determine fee levels is reflected in Exhibit B.

Detailed Descriptions of Cost Pool Categories

Cost Pool 1 — Also known as “Even Across All,” this is a cost allocation for all non-
application costs that are not directly attributed to an application fee or deposit, and
allocated as a cost to all TPPPS business licensees and cardroom business licensees
equally. This includes all costs associated with, but not necessarily limited to,
administration, information technology, and legislative and regulatory workload. This
describes the portion of the Commission and Bureau’s operational costs, as well as
other costs that are not linked to the payment of a fee or deposit, such as the review of
an application. These costs are related to the Commission and Bureau’s general work
related to the oversight of the controlled gambling industry.

Cost Pool 2 — Also known as “Application Split,” this is a cost allocation for all non-
application costs on a per-application basis that relate to both TPPPS business
licensees and cardroom business licensees that have a direct connection to the
processing of applications for the controlled gambling industry, and are not directly
attributed to an application fee or deposit. This includes such costs associated with, but
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not necessarily limited to, responding to general phone calls, and the processing of
electronic and regular mail. This describes costs generally associated with the
processing of applications, but that cannot be directly linked to the fee or deposit
associated with the review of an application.

Cost Pool 3 — Also known as “Entity Split,” this is a cost allocation for all non-application
costs generated by non-Commission actions that relate to both TPPPS business
licensees and cardroom business licensees. This includes costs associated with, but
not necessarily limited to, compliance and enforcement, financial audits, calls for
service, and incident reports born separately amongst TPPPS business licensees and
cardroom business licensees.

Cost Pool 4 — Also known as “Commission Actions,” this is a cost allocation for all non-
application costs generated by matters requiring Commission action that relates to
TPPPS business licensees or cardroom business licensees. This includes such costs
associated with, but not necessarily limited to, administrative hearings and decisions,
and Commission meetings.

Cost Pool 5 — Also known as “Cardroom Only,” this is a cost allocation for all non-
application costs that are specific to cardroom business licensees but not directly linked
to a Commission approval, such as, but not necessarily limited to, compliance reviews
of games, reviews of reports, and local ordinance reviews.

Cost Pool 6 — Also known as “TPPPS Only,” this is a cost allocation for all non-
application costs that are specific to TPPPS business licensees but not directly linked to
a Commission approval, such as, but not necessarily limited to, contract renewal notices
and non-investigation industry inquiries or correspondence.

If you have questions or need additional information, please contact Alana Carter,
Deputy Director of the Operations Services Division, at acarter@cgcc.ca.gov.

Sincerely,
i Wsdatt

LISA WARDALL
Executive Director

Attachments


mailto:acarter@cgcc.ca.gov

2024 ANNUAL FEE CALCULATION
COST POOLS, SUMMARIES, AND BASE COST CALCULATIONS

EXHIBIT A
(A) (B) (9] (D) (E) (F) (G) (H)
# of Acti
Total Amount to Cardrol:)msc l:‘:leera e OCTREBULTS elofictaligliocate % of Total Allocate
Cost Pool Cost Pool Name Description of Methodology o E Average Applications, & Charged to Cardroom Amount TPPPS Amount Total
Allocate Applications, & L . Charged to TPPPS
.. . Commission Actions Cardroom
Commission Actions
(From Exhibit B) (AxD) (AxC) (F +G)
Cost Pool 1 Even Across All Even cost to Cardroom and TPPPS, Active and Non-Op $7,069,105 82 26 50% 50% $3,534,553 $3,534,553 $7,069,105
Split evenly 50/50
o . Workload based on average # of applications o o
Cost Pool 2 Application Split (B or C/ Total of B+C to arrive at % in D or £) $2,000,747 1,058 4,015 21% 79% $417,266 $1,583,481 $2,000,747
X . Workload based on # of Entities o o
Cost Pool 3 Entity Split (B or C/ Total of B+C to arrive at % in D or ) $8,472,197 82 26 76% 24% $6,432,594 $2,039,603 $8,472,197
. X Workload based on # of Commission Actions o o
Cost Pool 4 Commission Actions (B or C / Total of B+C to arrive at % in D or E) $1,313,951 995 1,964 34% 66% $441,832 $872,119 $1,313,951
Cost Pool 5 Ca'drc"mt“ Only Allocate to Active and Non-Op evenly $1,579,537 1 0 100% 0% $1,579,537 $0 $1,579,537
osts
Cost Pool 6 TPPPS Only Costs Allocate to Active and Non-Op evenly $1,442,430 0 1 0% 100% S0 $1,442,430 $1,442,430
TOTAL $21,877,967 $12,405,782 $9,472,185 $21,877,967
[0} 0) (K) (0] (M) (N) (o)
Cost Pool 5
. Cost Pool 1 Cost Pool 2 Cost Pool 3 Cost Pool 4 OSEFO0 Cost Pool 6 TOTAL
Entity Type o ) ) ) .. . Cardroom Only
Even Across All Application Split Entity Split Commission Actions s TPPPS Only Costs All Cost Pools
(I+)J+K+L+M+N)
Cardroom (From column F) $3,534,553 $417,266 $6,432,594 $441,832 $1,579,537 S0 $12,405,782
TPPPS (From column G) $3,534,553 $1,583,481 $2,039,603 $872,119 $0 $1,442,430 $9,472,185
TOTAL $7,069,105 $2,000,747 $8,472,197 $1,313,951 $1,579,537 $1,442,430 $21,877,967
(P) ) (R) (s) m )
3-Year Ay, Total Annual Fee Base Cost for Non-
N .. & . Base Cost per Active Entity Under # of Entities # of Entities
Entity Type Commission Actions| Cost per Industry $1.5M in Avg. Gross Revenue (GR) Ops <$15M o
(Cost Pool 4) (Sum of Cost Pools) . & (1/2 Base Cost) : B
(Borg) (9) (Q/p) (R/2)
Cardroom 995 $12,405,782 $12,468 $6,234 13 27
TPPPS 1,964 $9,472,185 $4,823 $2,411 5 6
TOTAL 2,959 $21,877,967
V) W) (X) () @ (AA)
Total Avg GR of
Entiti 1.5M P t: f GR to b
Amount to be Paid . . Remaining Amount ntl |es.w/$ o erc?n age 0. N © b€
Entity Type Total Amount of by Active Non-O: Amount to be Paid by Active to be Paid by Active more in Revenue Paid by Entities w/
Annual Fee Owed Y " P < $1.5M Entities Y " (does not include $1.5M or more in 3-Yr
Entities > $1.5M Entities )
Inactive, Non-Op or Avg GR
<$1.5M Entities)
(0) (UxS) (TxR) (V-W-X) (Y/2)
Cardroom $12,405,782 $168,320 $162,086 $12,075,376 $909,202,285 1.33%
TPPPS $9,472,185 $14,469 $24,115 $9,433,602 $636,201,788 1.48%
TOTAL $21,877,967 $182,788 $186,200 $21,508,979 $1,545,404,072

PLEASE NOTE, CALCULATION OF FIGURES MAY BE OFF DUE TO ROUNDING.




2024 ANNUAL FEE CALCULATION

* FBHR - Fully Burdened Hourly Rate is the full hourly rate of an emplovee for the actual hours worked. This includes salaries and benefits.

COST POOL BREAKDOWN
BY DEPARTMENT (SALARIES, OVERHEAD, ADMINISTRATIVE COSTS)
EXHIBIT B
Cost Pool 1 Even Across Al CostPool 3 Entity Spit Cost Pool 4 Commission Actions Cost Pool $ Cardroom Only Costs
; Total Specifc & Unique
Total Hours| Total Indirect Support Total
Materials & Supplies
Hours | FBHR* | Indirect Support | SPeclfic & Unique Total Hours | FBHR* | Indirect Support | Specifc & Unidue Total Hours | FBHR * | Indirect Support n;‘::‘::f e Total Hours | FBHR * | Indirect Support Mi‘:“::'f P Total Hours | FBHR* | Indirect Support Ms‘::::i'l‘ e Total Hours | FBHR* | Indirect Support Total

i ission
(Executive) Chairperson (G 83983 s163 S137.08 83983 S137.088
{Executive) Executive Director 61937 s156 $96.806 6273] s1s6 $0.805 34845 S156 Ssaa62 s559] _s156 $7.041 | 107624 $168.213
{Executive) Member [C 335931 s158 $531.309 335931 $531.300
Manager | (Specialist w5542 so 77650 P T Saazs 33 s S| o0s08 $82430
(Le. & Reg) Deputy Dirctor.L d Regulatory Affairs 68783 s128 $87.786 851 sus $1086 696.34) S88.872
(Le. & Res) Deputy Director.Leislation and Resulatory Affair (CEA~ Level A a2 sws S55.14 1250] sws 1595 | aasel $56.744
(Le. & Reg) Staff Manager | (Specialist Towoa] s s71.07 201 s S77 | isiesr| s S135.449 150 sss s132| 3483 306,836
(Leal Attornev I Loees| siae $156.226 12268] su6 17537 | 2.043.68] s1a $298.806 78832 Sua6 S115.260 | 402319 588,229
(Leal Chief Counsel CEA - Level O 37100 s18 $62.208 10066 s168 $16878 58115 Si68 So7.4a5 13688 S168 $22951 | 118060 199,48
(Leal Senior Lesal Analvst 18483 se1 $10932 sa13] a1 Sa211 assa2| se1 40,024 77aa2]  se1 $62563 | 150680 121.730
) st Taoaz2| 875 $104.804 ax300[ _s75 32315 s S16518 19850 575 1081 | 225715 168,450
(Licensing) Deputy Director. Licensing (CEA - Level Al 36435 S115 42,01 23354 S5 $26901 4350 _s115 S5.018 2055 _s115 S2371| 66100 $76.360
(Licensing) Office Technician (6) 0267 s 11704 20602] 830 S11.406 3850] 30 $1.489 ass0[ 35 101 6866 $26.553
) Staff Services Manager | 88143 s7a 64.820 a3a0] s7a 520109 13850 _s7 S10.187 20383 874 S1099 | 140716 110416
(05D} te Budet Analvst 76463 S61 46.976 1850 se1 $1.137 783.13) Sa.113
(05D 1 Program Analvst Lsseas] _s77 S110.848 s s77 5209 162671 $125.0
(05D) o udit 2867] s 2,309 2867 $2.300
105D) Deputv Director (CEA - Level A) 7a001] S116 $86.080 89| sii6 5999 749,00 S87.078
(0SD) Information Technology Manager | 88450 128 $113.369 884,50 $113.369
105D\ Information Technology Specialst 260687 s101 S268.018 a2 s a1 1300] si01 S1316 375 s 380 | 266788 $270.146
(05D) Office Technician 8800 s47 Sa1.693 888.00 S41693
(0SD) taff Mamt Auditor ss056] saa SsLa78 55056 SsLa78
(05D) Staf Manager | (Specialist 88783 so1 $80592 887.83 580,592
c Excenditures $680,000 $680,000 $680.000 $680.000
Licensing Temp lerkd S5 | susn 11502 11502
05D Temo Helo (T Associate) s15310 | s15.310 15310 15310
05D Temo Helo (T Specialst S5 $3453 30523 30,523
Tem Helo 1529.900 1525.500) 520.9001 529.9001
Total GCF (Cardroomi Allotment Saving Ga06an| (53496071 (5349.647) (5349.647)
ia Gambli ommission Total T763460] S1055 $33a.976 | S2.035.393 Saeasz| Siess S26852 | Seanzor | smeszal sism S7ataze | 22s77| sizer Sanate | 3170163 361028 $3.800.076

Bureau of Gambline Control

Admin Support - Temo Helo Season Clerk s13.082 S0m2 $13.082 $13.082
Assistant Bureau Chief 177600] _s120 o201 177600 $212.908
P st 271728]  ses 1800 | 1777.00] ses S;o3s0|  1eis:| ses 122568 856632 S8 Ss80070 | 27260 ses $560.184 | 23.144.76! $1.567.253
C&E North Sac Temo Help (R | Agentl 12282 | s12282 Si22822 $122822
0576|159 S103.774 0576 S103.774
c Excenditures S2.469.000 | 52469000 $2.065.000 $2.069.000
c $163.000 | $463.000 $463.000 $463.000
Cardroom Temo Helo Gam3oml|  (sas30a01 (5383.9400 (5383.940)
Crime Analvst 11 Tetis2| S0 30991 11152 $90.991
Deouty Attornev General I aas7.76] 127 Ss6.648 45776 S64.648
Deouty Attornev General IV 177600 s109 $265.007 1.776.00 $265.007
Deouty Atty Gen IV Exec Unit 30200 S302.000 302,00 $302.000
Executive Assistant 0576] _sas Si3277 0576 $43.077
Field 001 Tosssas| _sn $763.609 10.335.46 $763.609
33 lotment SLo17.66| 51017662 SLo17.562) S1.017.662)
1615 Expense S518.000 5514000 $514.000 $514.000
1GLS GCF Allotment Savine: (Sa2.841) (Sa2.8011 (52,8011 (5428411
Information Technoloev Specialist 1 Tenis| s 7572 L1152 $179.726
Investigative Auditor 111/ (SPECY Auditor 51| ses $1.075.750 1583141 $1.075,750
tive Auditor IV Supervisor/00) 657600 S0z $603.454 6576.00) $603,494
Legal Secretary brec Unit 54072 54072 54072 54,072
Licensing Intake - Temp Help Student Asst S28141 | el 28101 28,141
Licensing Game Review - Temp Help Student Asst 514070 | 514,070 514,070 14,070
Licensing Intake - Temp Help Student Asst 514070 | 514,070 $14.070 14,070
Office of the Chief expense $636.000 $636.000 $636.000
Office of the Chief GCF (524.031) (520,031) (524.031)
Office Technician 0576|539 S5.79 | 271728] s Si05538 | aa3sz| s $159.767 L77600] 539 Se8979 | 177600] S35 $68979 | 1128856 Sa38,441
Program Technician I 2.138.76] 538 $81.269 213876 $81.269
Prorata and Pension Costs 52,470,000 52,470,000 52,470,000
Senior Management Auditor 215200 5% 210021 215200 210021
Special Agent (includes Traineel 19.942.68] 5110 52,198,070 19.942.68 52,198,070
Special Agent in Charge. 166300 _S148 $245.789 1,663.00 $245,789
Soecial Agent supervisor 6.602.76] 5134 $887.756 660276 $887.756
Staff Services Analyst 86587]  s51 Sa3786 | 270039 S5t 38578 | sa27.0] S5 $259.281 Tor7s1 st Ssiasa| m3ase| S5t Sa11.250 | 178842, $904,393
Staff Services Manager | 905.76] S8 $72.460 | 1607280 S50 51,285,802 905.76] 580 $72.460 17.884.32 $1.430,721
StaffServices Manager I/Supervisor 71040 589 $63.023 L77600] s Sis7558 | 177600] 585 S157.558 | 426240 378,138
Supervising Management Auditor 1.065.00] _s110 $116952 1,065.00 S1169%2
Bureau of Gambling Control Total 720615 3% Siasesol  ssomgiz | 27223 s $56282_ $2.000747 | 86.773.60 _$1,689 SS85822 $8.472,197 $a71.159 Sa7iiso | 13383 saa6 Ses8.061 | 1905600 5246 $1,198.014 | 154.295.85] 212 $3553.128 2,078,695 518,033,891
Grand Total 2484079 52,092 $L771,567 _ $7,069105 | 27,2223 $395 $56282 $2,000747 | 86,773.60 51,689 $585822 $8,472,107 | 586492 Sie8s $471,159 S26852 $1,3139051 | 19,0917 $1568 1579537 | 2219677 51,507 $1,442,430 | 185,907.48] _ $9,135 $3,553,128 $2,480,523 521,877,967
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