
 

 

CCIITTYY  CCOOUUNNCCIILL  RREEPPOORRTT  
 

February 15, 2007 
 
 
TO:     Phillip L. Nelson, City Manager 
 
FROM:   Charles T. Craft, Chief of Police  
    Captain Gary Mayer, Support Service Division 
    Sergeant Chris Stout 
 
SUBJECT:   Liquor Licenses/Licensing Process 
 
Background: 
 

• At the February 5, 2007, City Council meeting, Councilman Howrylak requested a 
comprehensive report on liquor licenses. 

• Quota System:  Allows municipalities a specific number of licenses based on the 
municipalities population. The quota system applies only to Class-C and SDD licenses. The 
MLCC uses the following formula, based on the most recent census, to establish the 
municipalities quota: 
1. Class C: 1 for every 1,500 persons; therefore, the City of Troy is allotted 54 
2. SDD: 1 for every 3,000 persons; therefore, Troy is allotted 27 

• License Types – There are various types of liquor licenses issued by the Michigan Liquor 
Control Commission. In Troy, the following types of licenses are present: 
1. Class- C: License allows a restaurant/bar to sell beer, wine, and spirits to be consumed at 

the establishment. 
2. B-Hotel:   Same as a Class C, except it applies to hotels/motels, and allows alcohol to be 

consumed at the hotel and in patrons’ rooms 
3. Club: A special license issued to licensed clubs such as Elks and VFW; allows beer, wine 

and spirits to be sold and consumed on premises by registered members of the club, but 
not by the general public. 

4. Specially Designated Distributor (SDD): This license allows the licensee to sell beer, 
wine, and spirits to patrons to be consumed off the licensed premises. This is the license 
most party/liquor stores acquire. 

5. Specially Designated Merchant (SDM): Allows the licensee to sell beer and wine only to 
patrons to be consumed off the licensed premises.  

6. Wholesale License:  Allows for the import or export items of alcoholic beverages to stores 
in Michigan or out of state, but does not allow for the sale to the general public.   

7. Resort Licenses:  A resort license, which can be a Class C or B-Hotel, is only available 
after all the licenses under the quota have been issued and if the businesses to be licensed 
will directly benefit tourism or visitors. Applicants for a particular type of Resort liquor 
license must meet the qualifications for both the type of license applied for and as a Resort. 
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8. Special Liquor License (24 Hour): A Special License is a contract between the 
Commission and the special licensee (only a nonprofit organization) granting authority to 
sell beer, wine, mixed spirit drink, or spirits at retail for consumption, on a specified 
premises only for a limited period of time. A Special License is good for one day. An 
organization can obtain up to five (5) Special Licenses per year. All profits derived from the 
sale of alcoholic liquor must go to the organization itself and not to any individual.  The 
special license has to be approved by the Chief of Police or Sheriff in the municipality 
where the function will take place. Once the applicant gets approval from the Chief or 
Sheriff, they must forward the request to the MLCC for final approval. 

• Some businesses have a Class-C or a B-Hotel License and a SDM license. These 
establishments obtain the SDM so they can sell a patron a bottle of wine that has been opened 
and not finished on the premise, or sell beer and wine to customers to be consumed after they 
leave the premises.  

• Several license types exist, but are not present in Troy. Some examples include:  
1. Tavern License: Similar to a Class – C; however, can only sell only beer and wine for on 

premise consumption.  
2. Brewpub: Allows a licensee to manufacture and sell beer for consumption on premises as 

well as sell it for take out. 
3. A-Hotel:  Allows a hotel to sell beer and wine in the hotel and in patrons’ rooms.  
4. There are also several other less common licenses. 

• On Premise License Permits - The MLCC also requires licensees who have on premise 
consumption licenses acquire permits for different activities that take place at the 
establishment. These permits require local approval.  Those most common in Troy include: 
1. Entertainment: This permit is needed to allow dancing or entertainment. Including the 

showing of movies or closed circuit television (boxing matches, concerts) or contests.   
2. Dancing:  Allows dancing by patrons.  
3. After Hours Food:  Allows for food service when alcohol sales are prohibited. 
4. Outdoor Service:  This allows the sale and consumption of alcoholic beverages in 

a well-defined area adjacent to the licensed business. 
• There are other permits such as Golf, Bowling and Skiing, which are self-explanatory. 
• In addition to the number of quota licenses, the MLCC also issues:  

1. Transferable Resort Licenses (MCL 436.1531(2)): Allows for the transfer of a license to 
sell the same type of alcoholic beverages as the regular quota license, from anywhere in 
the state with Commission approval.  550 licenses were authorized under legislation 
enacted in 1947.  

2. Non-Transferable Resort Licenses (MCL 436.1531(3)): A specific number of these 
licenses may be issued each year, depending on current legislation. The licenses may 
transfer ownership, with Commission approval, but not location. The license must be 
returned to Commission if the business ceases to operate. There must be an investment of 
at least $75,000.00 in real property, improvements, and fixtures. 

3. The license must be returned to Commission if the business ceases to operate. There must 
be an investment of at least $75,000.00 in real property, improvements, and fixtures.   

4. Economic Development Resort Licenses (MCL 436.1531(4)): Authorizes the licensee to 
sell the same type of alcoholic beverages as the regular quota license. A specific number of 
licenses may be issued each year, depending on current legislation. These licenses may 
transfer ownership with Commission approval, but cannot transfer location. The license 
must be returned to Commission if the business ceases to operate. There must be at least 
a $1,500,000 investment in the premises to be licensed including real estate, building, 
leasehold improvements, fixtures, and inventory.   



5. Intra-County Transfer:  A Class C and B-Hotel license may be transferred within the 
county with the approval of the MLCC and approval of the local government the license is 
being transferred into. The issuance of intra-county transfers can put the number of 
licenses within a municipality above the MLCC quota amount.   

• Currently, Troy has the following number and types of liquor licenses: 
1. Class C: 54 active, 4 in escrow. 
2. Class C Resort: 8 active, one in escrow.  
3. B Hotel: 8, includes 1 B-Hotel Resort License 
4. SDD: 23 Active, 4 in escrow 
5. SDM: 15 
6. Wholesale: 5 
7. Club: 3 

• 7 Class-C licenses and 1 B-Hotel have been transferred in from other Oakland County cities.   
• Licenses in escrow are liquor licenses owned by the business, but the establishments are no 

longer open. The businesses still have to pay the licensing fee to the MLCC and the license 
can be kept in escrow for 5 years.  

 
Legal Considerations: 
 

• Liquor License Issuance Process: 
1.  The MLCC requires the local government to adopt a resolution to approve a new quota or 

resort license, or transfer a Class-C, Tavern, B-Hotel, A-Hotel license. The MLCC cannot 
grant any of those licenses without local approval.   

2. Application Process: 
A. New Quota License - The applicant must go before the municipality and request a 

quota license. The local government body must pass a resolution to approve the 
licensee “ above all others.” If there is more than one applicant, the municipality 
must decide which applicant to approve “ above all others” and then pass the 
resolution. This is one of the functions of the Liquor Advisory Committee. The LAC 
makes a recommendation to the City Council on which applicant to approve “ above 
all others.” Once passed, the resolution is sent to the MLCC and they begin the 
application process. The licensee must then follow the MLCC process and be 
approved by the MLCC. The MLCC does a thorough financial background to ensure 
the applicant is financially secure enough to run the business. The investigator also 
checks the location to make sure it is within the MLCC guidelines. The police 
department in the municipality where the license will be located does the criminal 
background of the applicant. If the police department locates any disqualifying 
factors, they can forward the information to the MLCC as well as giving reasons for 
the City Council to deny the request.  

B. Purchase of an Existing License or Transfer From another Location - The application 
process starts at the MLCC. The applicant applies to the MLCC, who then assigns 
an investigator. The MLCC investigator conducts a financial background 
investigation as well as looking at the location to make sure it complies with the 
MLCC guidelines.  A packet is then sent to the municipality where the transfer will 
take place. In Troy, the Police Department handles the transfer request.  Upon 
receipt of a transfer request an acknowledgement letter explaining the process, a 
background packet, a Liquor Agreement, and Troy City Ordinances regarding 
alcohol, are sent to the applicant.  After the applicant returns the completed 
background packet and pays the $1000 fee (which covers all inspections and 



processing), an inspection form is sent to the Building and Fire Departments, as well 
as the Treasurer. The applicant must pass all inspections and meet all local 
ordinances before the final approval is sent to the MLCC.  The applicant is then 
scheduled to appear before the City of Troy Liquor Advisory Committee (LAC). The 
applicant presents their case to the LAC, who then makes a recommendation to the 
City Council.  The transfer request is then put before City Council to make a 
resolution to approve the transfer. The MLCC cannot approve the transfer without a 
resolution from the City Council.  Once the applicant has passed the police 
background, the City Council has passed a resolution for approval of the transfer, 
and the business has passed all the Building and Fire Departments inspections, the 
final packet is forwarded to the MLCC for final approval.  

• SDD and SDM licenses do not require local approval. However, past practice in Troy has 
always had the licensee go before City Council to request approval. 

• The entire licensing process takes approximately 3-4 months.  
 
Policy Considerations: 
 

• City Goal I: “Enhance the livability and safety of the community”, Goal III “Retain and attract 
investment while encouraging redevelopment” 

 
 
 




