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California Gambling Control Commission May 15, 2026
2399 Gateway Oaks Drive, Suite 220
Sacramento, CA 95833

Via Email: lawsandregs@cgcc.ca.gov

Re: Supplemental Comment on CGCC-GCA-2025-05-R - 2026 Update to Annual Fees;
Request to Replace Three-Year Average Gross Revenue Methodology with Objective Per-
Table and Per-Player/Registrant Workload Metrics

Dear Commissioners and Executive Director:

I write to respectfully request that the California Gambling Control Commission decline to adopt
the proposed annual-fee methodology in its current form. I request that the Commission instead
replace the three-year average gross revenue allocation methodology with an objective,
workload-based approach: fees allocated per authorized or operational table for cardrooms, and
per licensed or registered participant for third-party providers of proposition player services
(TPPPS).

This request is not an objection to cost recovery. Nor is it a request that the Commission or the
Bureau of Gambling Control be underfunded. I recognize that the Commission and Bureau must
have sufficient resources to carry out their statutory responsibilities. The issue is not whether
reasonable regulatory costs may be recovered. The issue is how those costs should be fairly
allocated among regulated entities.

The current methodology answers that question by using a three-year average gross revenue as
the primary allocation factor for larger active licensees. That approach is flawed because gross
revenue is a financial outcome, not a measure of regulatory workload.

I. The industry does not dispute cost recovery: it disputes the use of gross revenue as
the allocation proxy.

The MGT study was commissioned to align Gambling Control Fund revenue with the costs of
activities supported by the fund. That objective is sound. The dispute is not over cost recovery
itself; it is over the methodology used to allocate those costs. The annual-fee methodology is
materially different from a direct fee-for-service calculation.



Most regulatory fees are calculated from the bottom up: staff time, hourly rates, overhead, and
direct workload are identified and billed accordingly. The annual fee works differently. It is a
top-down cost-pooling model: the state identifies total residual annual costs and then allocates
them among industry participants. The central question is therefore not whether a cost pool
exists, but whether the chosen allocation metric fairly tracks regulatory burden.

I submit that authorized or operational tables and licensed or registered TPPPS participants are
materially better proxies for regulatory workload than three-year average gross revenue.

I1. Tables and licensed TPPPS participants are direct regulatory workload drivers:
oross revenue is not.

The regulatory workload associated with a cardroom is driven by objective regulatory facts: the
number of tables authorized or operated, the scale of gaming operations, the number of
employees and key employees, compliance obligations, inspections, enforcement activity,
internal controls, surveillance, financial reporting, and Commission or Bureau actions tied to the
operation.

Similarly, the regulatory workload associated with a TPPPS business is driven by objective
operational facts: the number of owners, supervisors, players, and other licensed or registered
participants; the number and complexity of contracts; required background investigations; badge
and licensing activity; compliance inquiries; enforcement matters; and ongoing supervision.

Gross revenue, by contrast, is affected by many variables that do not correspond to regulatory
burden, including pricing, collection practices, contract terms, market conditions, customer
volume, temporary disruptions, business maturity, and negotiated commercial arrangements.
Two licensees may create similar regulatory workload while reporting materially different gross
revenue. Conversely, two licensees with similar revenue may impose very different regulatory
demands.

Gross revenue may measure the ability to pay. It does not measure the work the Commission and
Bureau actually perform.

I11. The three-year average is particularly unfair for TPPPS businesses.

The three-year average gross revenue methodology assumes a degree of revenue stability that
does not reflect the TPPPS business model. TPPPS revenue is heavily contract-driven. A
provider may gain, lose, renew, or materially modify contracts during the three-year lookback
period. Revenue can change substantially based on a single contract event, a change in a
cardroom operation, a change in the number of available tables, a negotiated rate change, or
termination of a relationship.

The unfairness is not limited to whether an entity crosses the $1.5 million threshold. Even within
the same fee category, a three-year average can materially overstate or understate a licensee’s
current business volume, contract base, operational footprint, and regulatory burden.



In short, the problem is not merely how the three-year average is weighted. The problem is that
gross revenue is the wrong allocator.

IV. Non-operational cardrooms pay separate renewal background-investigation costs
on top of the annual fee.

The unfairness of the current approach is especially clear for non-operational cardrooms. These
licensees do not conduct gaming activity, do not generate revenue from gaming operations, and
do not create the same ongoing regulatory burden as active cardrooms. Yet they are assessed a
substantial non-operational annual fee.

In addition, non-operational cardrooms pay separate renewal background-investigation deposits
every other year. Those deposits are charged outside the annual fee and are itemized under
Business and Professions Code section 19867. The direct renewal-related workload is therefore
already recovered through a separate deposit mechanism. If the Bureau performs application
review, deficiency communications, database research, investigative analysis, and report
preparation for a renewal, those costs are billed directly to the licensee through the
renewal/background deposit process.

This matters because the annual fee should not be justified by pointing generally to renewal or
background-investigation workload that is already recovered separately. If the Commission
believes non-operational cardrooms create additional annual regulatory costs beyond direct
renewal investigation costs, the rulemaking record should identify those costs specifically and
explain why they justify the proposed non-operational annual fee level.

At a minimum, any non-operational annual fee should exclude costs already recovered through
direct deposits and should be calibrated to actual non-operational workload, not to a proxy
derived from active-licensee regulatory costs.

V. Returning to objective activity-based metrics would be more transparent, stable,
and administrable.

California has previously used more objective fee metrics. Cardroom fees historically included
table-based measures. TPPPS fees have historically been charged on a per registrant or per
licensee basis. I do not request a mechanical return to every prior dollar amount. Instead, I
request that the Commission restore the objective basis of those earlier methods while preserving
the modern cost-study discipline adopted after the State Auditor and MGT review.

A fairer cardroom methodology would allocate the cardroom annual-fee pool by authorized
tables, operational tables, table-days, or a reasonable hybrid. For example: Cardroom annual fee
= cardroom annual-fee cost pool X licensee’s share of total authorized or operational tables.

A fairer TPPPS methodology would allocate the TPPPS annual-fee pool by the number of
affiliated licensed or registered participants, optionally weighted by role. For example: TPPPS
annual fee = TPPPS annual-fee cost pool X licensee’s share of total affiliated licensed or



registered TPPPS participants. If the Commission finds that different participant categories
create different levels of regulatory workload, it could assign different weights to owners,
supervisors, players, and other employees based on licensing complexity and the degree of
regulatory oversight each role requires.

This framework would be more transparent, easier to audit, and more directly tied to regulatory
workload. It would also avoid the confidentiality and transparency concerns created when a
public annual-fee amount can be used to estimate confidential gross revenue.

V1. The Commission should preserve cost recovery while choosing a better allocation
metric.

The Commission may respond that regulatory fees need not be precisely calibrated to each fee
payer. I do not dispute that general principle. But the absence of a perfect-precision requirement
does not mean the Commission may select a materially inferior proxy when better objective
workload measures are available.

The legal and policy question is whether the selected allocation metric bears a fair relationship to
the regulatory burden being funded. Tables and licensed or registered TPPPS participants are
objective, observable, administrable, and tied to the work the Commission and Bureau actually
perform. Gross revenue is not.

A modernized per-table and per-player/per-registrant methodology would allow the Commission
and Bureau to recover their reasonable regulatory costs while allocating those costs based on
actual regulatory workload rather than business success, contract volatility, or revenue timing.

VII. Requested action.

For these reasons, I respectfully request that the Commission take one of the following actions
before final adoption:

1. Revise the proposed regulation to replace the three-year average gross revenue with a per-
table methodology for cardrooms and a per-player/per-registrant methodology for TPPPS;

2. Defer final adoption and direct staff to prepare an alternative annual fee methodology that
preserves cost recovery while allocating costs through objective workload drivers;

3. At minimum, include in the final statement of reasons a detailed explanation of why gross
revenue is a better proxy for regulatory workload than authorized tables, operational table-
days, licensed TPPPS participants, registered TPPPS participants, contracts, Commission
actions, investigations, direct deposits, or other measurable workload indicators; and

4. For non-operational cardrooms, separately identify the residual annual costs that are not
already recovered through renewal/background-investigation deposits and calibrate any non-
operational fee to those residual costs.



I am not asking for underfunded oversight. I am asking for a fair allocation. The Commission can
fully recover its reasonable annual regulatory costs without relying on a three-year average of
gross revenue as the primary allocation metric. Objective workload drivers, tables for cardrooms,
and licensed or registered participants for TPPPS are fairer, more transparent, and more directly
tied to the regulatory work being funded.

Respectfully submitted,

Jarhett Blonien

Attachment: Selected Authorities and
Materials Referenced.



Selected Authorities and Materials Referenced

* Business and Professions Code section 19867 (investigation deposit accounting and refund
framework).

* Business and Professions Code section 19951 (annual fee authority and mandated legislative
reporting).

» California State Auditor Report 2018-132, Bureau of Gambling Control and California
Gambling Control Commission: Their Licensing Processes Are Inefficient and Foster
Unequal Treatment of Applicants (May 2019).

* MGT Consulting Group, Gambling Control Fund Fee Study Report of Findings (released
September 22, 2021).

* CGCC Annual Fee Mandated Legislative Reports dated January 19, 2023 and January 2, 2025.

* CGCC-GCA-2025-05-R, 2026 Update to Annual Fees proposed text and comment-response
materials.
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