HB4332, As Passed House Substitute S-1 concurred in as amended, June 25, 1998

REPRI NT

SENATE SUBSTITUTE FOR
HOUSE BILL NO. 4332

(As Passed the Senate June 10, 1998)

A bill to anend 1998 PA 58, entitled
"M chigan |iquor control code of 1998,"
by anendi ng sections 521 and 531 (MCL 436. 1521 and 436. 1531) and
by addi ng section 522.

THE PEOPLE OF THE STATE OF MICHIGAN ENACT:

Sec. 521. (1) In addition to any |licenses for the sale of
al coholic liquor for consunption on the prem ses that may be
avai lable in the |l ocal governmental unit under section 531(1),
and the resort AND RESORT ECONOM C DEVELOPMENT | i censes aut ho-
rized in section 531(2), (3), and (4), the comm ssion may issue
not nore than 50 tavern or class C licenses to persons who oper-
ate businesses that neet all of the follow ng conditions:

(a) The business is a full service restaurant, is open to

the public, and prepares food on the prem ses.
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1 (b) The business is open for food service not |ess than 10
hours per day, 5 days a week.
(c) At |east 50% of the gross receipts of the business are

derived fromthe sale of food for consunption on the prem ses.

2
3
4
5 For purposes of this subdivision, food does not include beer and
6 W ne.

7 (d) The business has dining facilities to seat not |ess than
8 25 persons.

9 (e) The business is located in a devel opnent district with a
10 popul ation of not nore than 50,000, in which the authority, after
11 a public hearing, has found that the issuance of the |license

12 woul d prevent further deterioration within the devel opnent dis-
13 trict and pronote economc growh within the devel opnent

14 district. The comm ssion shall not issue the |license unless the
15 local unit of government within which the authority is |ocated,
16 after holding a public hearing, passes a resolution concurring in

17 the findings of the authority.

18 —(fH)—Fhebusiness—denrpnstrates—to—the——commsston—that—an
19 L . i 1 ablei I I . :

20 . et | | I' . o 1
21 [(2) THE I NDI VI DUAL SI GNI NG THE APPLI CATI ON FOR THE LI CENSE

22 SHALL STATE AND DEMONSTRATE THAT THE APPLI CANT ATTEMPTED TO SECURE
23 AN APPROPRI ATE ON- PREM SE ESCROWED LI CENSE OR QUOTA LI CENSE | SSUED
24 UNDER SECTI ON 531 AND THAT, TO THE BEST OF H'S OR HER KNOALEDGE, AN
25 ON-PREM SE LI CENSE OR QUOTA LI CENSE | SSUED UNDER SECTI ON 531 |'S NOT

26 READI LY AVAI LABLE WTH N THE LOCAL UNI T OF GOVERNMENT | N WH CH THE
APPLI CANT PROPOSES TO OPERATE. ]
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(3) 22— If in any licensing year the sale of food for
consunption on the prem ses of the business represents |ess than
50% of the gross receipts for the business, the conm ssion, after
due notice and proper hearing, shall revoke the |license issued
under subsection (1).

(4) —3)— Not nore than 1 license shall be issued under sub-
section (1) to any individual, partnership, limted partnership,
limted liability conpany, corporation, or any conbination of any
of the above, including stockhol ders, general partners, or
l[imted partners. A LICENSE | SSUED UNDER THI S SECTI ON | S TRANS-
FERABLE AS TO OMNERSHI P OR LOCATI ON ONLY W THI N THE DEVELOPNMENT
DI STRI CT.

(5) —4)— The conm ssion shall not issue a specially desig-
nated nmerchant |icense, specially designated distributor |icense,
or any other license that allows the sale of alcoholic Iiquor for
consunption off the prem ses in conjunction with a |icense issued
under subsection (1) or at the prem ses for which a |icense has
been i ssued under subsection (1).

(6) THE COWM SSI ON SHALL NOT | SSUE A LI CENSE UNDER THI S SEC-
TION | F THE LOCAL GOVERNVENTAL UNI T W THI N WHI CH THE DEVELOPMENT
DI STRICT I S LOCATED HAS NOT | SSUED ALL APPROPRI ATE ON- PREM SE
LI CENSES AVAI LABLE UNDER SECTI ON 531(1) OR | F AN APPROPRI ATE
ON- PREM SE ESCROWED LI CENSE |'S READI LY AVAI LABLE I N ANY LOCAL
UNI T OF GOVERNMENT I N WH CH THE DEVELOPMENT DI STRI CT |'S LOCATED.
THE COWM SSI ON SHALL NOT | SSUE MORE THAN 2 LI CENSES AUTHORI ZED

UNDER THI S SECTI ON | N ANY kCITY OR MUNI CI PALITY WTH A POPULATI ON
GREATER THAN 50, 000]. IF Al

APPLI CANT' S PROPOSED LOCATION IS WTH N MORE THAN 1 DEVELOPMENT
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DI STRI CT, THE APPLI CANT SHALL OBTAI N THE APPROVAL OF BOTH OR ALL
OF THE APPLI CABLE LOCAL UNI TS OF GOVERNMENT OR DEVELOPMENT

DI STRI CTS.

(7) —€5)— The conm ssion may issue the |licenses under this
section without regard to the order in which the applications for
the |icenses are received.

(8) THE COWM SSI ON SHALL ANNUALLY REPORT TO THE LEQ SLATURE
THE NAMES OF THE BUSI NESSES | SSUED LI CENSES UNDER THI S SECTI ON
AND THEI R LOCATI ONS.

(9) —6)— As used in this section:

(a) "Devel opnent district" nmeans any of the follow ng:

(1) An authority district established under the tax incre-
ment finance authority act, 1980 PA 450, MCL 125.1801 to
125. 1830.

(11) An authority district established under the | ocal
devel opnent financing act, 1986 PA 281, MCL 125.2151 to
125. 2174.

(11m) A downtown district established under 1975 PA 197, MCL
125. 1651 to 125. 1681.

(1v) A principal shopping district established under 1961 PA
120, MCL 125.981 to 125.987, before January 1, 1996.

(b) "Escrowed license" neans a license in which the rights

of the licensee in the license or to the renewal of the |license

are still in existence and are subject to renewal and activation
in the manner provided for in R 436.1107 of the M chigan adm ni s-
trative code.
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(c) "Readily avail abl e" nmeans avail abl e under a standard of
economc feasibility, as applied to the specific circunstances of
the applicant, that includes but is not limted to the
fol | ow ng:

(1) The fair market value of the license, if determ nable.

(11) The size and scope of the proposed operation.

(11m) The existence of mandatory contractual restrictions or
inclusions attached to the sale of the license.

SEC. 522. (1) THE COW SSI ON [ MAY] | SSUE 1 BANQUET FACILITY
PERM T TO AN ON- PREM SE LI CENSEE, AS AN EXTENSI ON OF THAT
ON- PREM SE LI CENSE, FOR THE SERVI NG OF ALCOHCLI C LI QUOR ONLY ON
THE PERM TTED PREM SES. |

]
TH'S SECTI ON DOES NOT LIM T THE NUMBER OF BANQUET FACI LI TY PER-

M TS THAT THE COW SSI ON MAY | SSUE W THI N ANY LOCAL UNI'T OF
GOVERNMENT.  THE BANQUET FACI LI TY SHALL BE USED ONLY FOR SCHED-
ULED FUNCTI ONS AND EVENTS, SHALL NOT HAVE REGULAR MEAL SERVI CE,
AND SHALL NOT BE GENERALLY OPEN TO THE PUBLI C. THE APPLI CANT
SHALL PROVI DE DOCUMENTATI ON THAT DEMONSTRATES A PREEXI STI NG
OMERSHI P OR LEASE | NTEREST | N THE BANQUET FACI LI TY.

(2) THE COMM SSI ON SHALL CHARGE AN I NI TIAL PERM T | SSUANCE
FEE AND, UPON RENEWAL OF THE PERM T, A PERM T RENEWAL FEE SUFFI -
Cl ENT TO COVER THE COST OF ADM NI STERI NG THE | SSUANCE AND RENEWAL
OF THE PERM T. THE FEES SHALL BE ESTABLI SHED THROUGH PROMULGA-
TION OF A RULE.
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(3) THE BANQUET FACILITY PERM T EXPI RES ON THE SAME DATE AS
THE ON- PREM SE LI CENSE AND MAY BE RENEWED | N CONJUNCTI ON W TH
THAT LI CENSE. THE COWMM SSI ON SHALL | SSUE THE PERM T ONLY TO A
LI CENSEE TO WHI CH THE FOLLOW NG APPLY:

(A) THE LI CENSEE DCES NOT HAVE A RECORD OF ANY PRI COR
OFFENSES OR VI OLATI ONS THAT THE COWMM SSI ON CONSI DERS TO BE OF
SUCH A NATURE AS TO PCSE A THREAT TO THE GENERAL PUBLIC IF A
PERM T | S | SSUED.

(B) THE LI CENSEE HAS DEMONSTRATED TO THE COWM SSI ON THAT AT
LEAST 75% OF THE GROSS RECEI PTS OF THE ON- PREM SE LI CENSE ARE
DERI VED FROM THE SALE OF FOOD AND NONALCOHCLI C BEVERAGES PREPARED
FOR CONSUMPTI ON ON THE LI CENSED PREM SES.

(4) THE LI CENSEE SHALL APPLY ON FORVMS PROVI DED BY THE COw
M SSI ON AND PROVI DE | NFORVATI ON CONSI DERED NECESSARY BY THE COM
M SSI ON TO PROTECT THE PUBLI C | NTEREST AND WELFARE | NCLUDI NG BUT
NOT LIMTED TO, A DI AGRAM OF THE PREM SES AND EVI DENCE THAT THE
PREM SES MEETS LOCAL SAFETY, BU LDI NG, AND HEALTH CODES.

(5) THE COWM SSI ON SHALL NOT | SSUE A BANQUET FACILITY PERM T
UNLESS | SSUANCE | S APPROVED THROUGH ADOPTI ON OF A RESOLUTI ON OF
THE LEQ SLATI VE BODY OF THE LOCAL UNIT OF GOVERNVENT W THI N VWHI CH
THE PERM TTED FACI LI TY | S LOCATED.

Sec. 531. (1) A public license shall not be granted for the
sale of alcoholic Iiquor for consunption on the prem ses in
excess of 1 license for each 1,500 of population or najor frac-
tion thereof. On-prem se escrowed |icenses issued under this
subsection are avail able subject to LOCAL LEQ SLATI VE APPROVAL
UNDER section 501(2) to an applicant whose proposed operation is
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| ocated within any |ocal governnental unit in a county with a
popul ati on of under 500,000 OR A COUNTY WTH A POPULATI ON OF
OVER 700, 000 in which the escrowed |icense was

| ocated. |If the |local governnental unit within which the fornmer
licensee's prem ses were | ocated spans nore than 1 county, an
escrowed license is avail able subject to LOCAL LEG SLATI VE
APPROVAL UNDER section 501(2) to an applicant whose proposed
operation is located within any |ocal governnmental unit in either
county. If an escrowed license is activated within a |ocal gov-
ernnmental unit other than that |ocal governnental unit within

whi ch the escrowed |icense was originally issued, the comm ssion
shall count that activated |icense against the |ocal governnenta
unit originally issuing the license. This quota does not bar the
right of an existing licensee to renew a |license or transfer the
i cense and does not bar the right of a tavern or class A hotel
fromrequesting reclassification of a license to class C, unless
| ocal option | aws prevent the sale of spirits and m xed spirit
drinks by those |icensed prem ses, subject to the consent of the
comm ssion. The upgrading of a license resulting froma request
under this subsection shall be approved by the | ocal governnental
unit having jurisdiction.

(2) I'n aresort area, the conm ssion may issue 1 or nore
licenses for a period not to exceed 12 nonths without regard to a
[imtation because of popul ation, but not in excess of 550, and
Wi th respect to the resort license the comm ssion, by rule, shal

define and classify resort seasons by nonths and may issue 1 or
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nmore licenses for resort seasons without regard to the cal endar
year or |icensing year.

(3) I'n addition to the resort |icenses authorized in subsec-
tion (2), the comm ssion may issue not nore than 10 additi onal
| i censes —per—year—for—the—years—1996—and—19974 FOR THE YEAR 1998
to establishments whose business and operation, as determ ned by
the comm ssion, is designed to attract and acconmpdate tourists
and visitors to the resort area ——— and whose prinary purpose is
not for the sale of alcoholic liquor. 1In counties having a popu-
| ation of |ess than 50,000, as determ ned by the | ast federal
decenni al census or as determ ned pursuant to subsection (11) and
subj ect to subsection (17) in the case of a class A hotel or a
class B hotel, the comm ssion shall not require the establish-
ments to have dining facilities to seat nore than 50 persons.
The conmm ssion may cancel the license if the resort is no | onger
active or no longer qualifies for the Iicense. Before January 16
of each year the comm ssion shall transmt to the legislature a
report giving details as to the nunber of applications received
under this subsection; the nunber of |icenses granted and to
whom the nunber of applications rejected and the reasons; and
t he nunber of the licenses revoked, suspended, or other disci-
plinary action taken and agai nst whom and t he grounds for revoca-
tion, suspension, or disciplinary action.

(4) I'n addition to any licenses for the sale of alcoholic
[ iquor for consunption on the prem ses that nmay be available in
the I ocal governnmental unit under subsection (1) and the resort

i censes authorized in subsections (2) and (3), the comm ssion

00200' 97 (S-1) R 1



© 00 N o 0o A~ W DN P

NN N NDNNNDNRRRRR R R R R R
N o o b NP O O 0N oA WDN PP O

HB4332, As Passed House Substitute S-1 concurred in as amended, June 25, 1998

House Bill No. 4332 9
may i ssue not nore than 25 additional resort ECONOM C DEVELOPMENT

| i censes per year for the —years—1996—and—1997+—Fhe—ecommsston

may—tsste—any—of —the25++ecensesnot—+ssued—but—avartable—for
1998. A person is

eligible to apply for a RESORT ECONOM C DEVELOPMENT | i cense under

this subsection upon submtting an application to the conm ssion

<
[
Q
=

and denonstrating all of the foll ow ng:

(a) The establishnment's business and operation, as deter-

m ned by the comm ssion, is designed to attract and accommodat e
tourists and visitors to the resort area.

(b) The establishnment's primary business is not the sale of
al coholic liquor.

(c) The capital investnent in real property, |easehold
i nprovenent, fixtures, and inventory for the prem ses to be
licensed is in excess of —$1-666:0606-066— $1, 500, 000. 00.

(5) In governnental units having a popul ati on of 50, 000 per-
sons or less, as determned by the | ast federal decennial census
or as determ ned pursuant to subsection (11), in which the quota
of specially designated distributor |icenses, as provided by com
m ssion rul e, has been exhausted, the conm ssion nay issue not
nore than 10 additional specially designated distributor |icenses
per year for the —years—1996—antd—19974 YEAR 1998 to established
mer chant s whose busi ness and operation, as determ ned by the com
m ssion, is designed to attract and accommodate tourists and vis-
itors to the resort area. A specially designated distributor
license issued pursuant to this subsection may be issued at a
| ocation within 2,640 feet of existing specially designated
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distributor license |locations. A specially designated
distributor license issued pursuant to this subsection shall not
bar anot her specially designated distributor Iicensee fromtrans-
ferring location to within 2,640 feet of said |licensed |ocation.
A SPECI ALLY DESI GNATED DI STRI BUTOR LI CENSE | SSUED PURSUANT TO R
436. 1141 OF THE M CH GAN ADM NI STRATI VE CODE MAY BE LOCATED
WTH N 2,640 FEET OF A SPECI ALLY DESI GNATED DI STRI BUTOR LI CENSE
| SSUED PURSUANT TO THI S SUBSECTI ON.

(6) In addition to any licenses for the sale of alcoholic
i quor for consunption on the prem ses that may be avail able in
the |l ocal governnmental unit under subsection (1), and the resort
OR RESORT ECONOM C DEVELOPMENT |icenses authorized in subsections
(2), (3), and (4), and notw thstandi ng secti on —56%(3)— 519, the
comm ssion may issue not nore than 5 additional special purpose
licenses in any cal endar year for the sale of beer and w ne for
consunption on the prem ses. A special purpose |license issued
pursuant to this subsection shall be issued only for events which
are to be held fromMay 1 to Septenber 30, are artistic in
nature, and which are to be held on the canpus of a public uni-
versity wiwth an enrol |l nent of 30,000 or nore students. A special
purpose license shall be valid for 30 days or for the duration of
the event for which it is issued, whichever is less. The fee for
a special purpose license shall be $50.00. A special purpose
license may be issued only to a corporation which is all of the

fol | ow ng:

00200' 97 (S-1) R 1
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(a) I's a nonprofit corporation organized pursuant to the
nonprofit corporation act, 1982 PA 162, MCL 450.2101 to
450. 3192.

(b) Has a board of directors constituted of nmenbers of whom
hal f are elected by the public university at which the event is
schedul ed and half are elected by the | ocal governnental unit.

(c) Has been in continuous existence for not less than 6
years.

(7) Notwithstanding the | ocal |egislative body approval pro-
vi sion of section 501(2) and notw t hstandi ng the provisions of
section 519, the comm ssion may issue, wthout regard to the
guota provi sions of subsection (1) and with the approval of the
governing board of the university, either a tavern or class C
i cense which may be used only for regularly schedul ed events at
a public university's established outdoor programor festival at
a facility on the canmpus of a public university having a head
count enroll nment of 10,000 students or nore. A license issued
under this subsection may only be issued to the governing board
of a public university, a person that is the | essee or conces-
sionaire of the governing board of the university, or both. A
Iicense issued under this subsection is not transferable as to
ownership or location. A license issued under this subsection
may not be issued at an outdoor stadium customarily used for
intercollegiate athletic events.

(8) Inissuing a resort OR RESORT ECONOM C DEVELOPNMENT
|i cense under subsection (3), (4), or (5) the comm ssion shal

consi der econom ¢ devel opnent factors of the area in the issuance
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of licenses to establishnments designed to stinulate and pronote
the resort and tourist industry. The comm ssion shall not trans-
fer a resort OR RESORT ECONOM C DEVELOPMENT |icense issued under
subsection (3), (4), or (5 to another location. ——ang—++— IF
the Iicensee goes out of business the |license shall be surren-
dered to the conm ssion.

(9) The limtations and quotas of this section —shaH— ARE
not —be— applicable to the issuance of a new license to a veteran
of the arnmed forces of the United States who was honorably dis-
charged or rel eased under honorable conditions fromthe arned
forces of the United States and who had by forced sal e di sposed
of a simlar license within 90 days before or after entering or
while serving in the armed forces of the United States, as a part
of the person's preparation for that service if the application
for a new license is made for the same governnmental unit in which
the previous license was issued and within 60 days after the dis-
charge of the applicant fromthe arned forces of the United
St at es.

(10) The Iimtations and quotas of this section shall not be
applicable to the issuance of a new |license or the renewal of an
existing license where the property or establishnment to be
licensed is situated in or on land on which an airport owned by a
county or in which a county has an interest is situated.

(11) For purposes of inplenmenting this section a speci al
state census of a local governnental unit may be taken at the
expense of the |ocal governnmental unit by the federal bureau of

census or the secretary of state under section 6 of 1909 PA 279,
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MCL 117.6. The special census shall be initiated by resol ution
of the governing body of the |ocal governnental unit involved.
The secretary of state nmay promul gate additional rules necessary
for inplenmenting this section pursuant to the adm nistrative pro-
cedures act of 1969, 1969 PA 306, MCL 24.201 to 24.328.

(12) Before granting an approval as required in
section 501(2) for a license to be issued under subsection (2),
(3), or (4), alocal legislative body shall disclose the avail -
ability of transferable licenses held in escrow for nore than 1
licensing year wiwthin that respective |ocal governnental unit.
Public notice of the neeting to consider the granting of the
license by the | ocal governnental unit shall be nmade 2 weeks
before the neeting.

(13) The person signing the application for an on-prem se
resort OR RESORT ECONOM C DEVELOPMENT |icense shall state and
verify that he or she attenpted to secure an on-prem se escrowed
or quota license and that, to the best of his or her know edge,
an on-prem se escrowed or quota license is not readily avail able
within the | ocal governnmental unit in which the applicant for the
on-prem se resort OR RESORT ECONOM C DEVELOPMENT | icense proposes
t o operate.

(14) The comm ssion shall not issue an on-prem se resort OR
RESORT ECONOM C DEVELOPMENT Ilicense if the | ocal governnental
unit within which the resort OR RESORT ECONOM C DEVELOPMENT
i cense applicant proposes to operate has not issued al
on-prem se |licenses avail abl e under subsection (1) or if an

on-prem se escrowed license exists and is readily avail able
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within the | ocal governnmental unit in which the applicant for the
on-prem se resort OR RESORT ECONOM C DEVELOPMENT | icense proposes
to operate. The conm ssion may waive the provisions of this sub-
section upon a show ng of good cause.

(15) THE COW SSI ON SHALL ANNUALLY REPORT TO THE LEGQ SLATURE
THE NAMES OF THE BUSI NESSES | SSUED LI CENSES UNDER THI S SECTI ON
AND THEI R LOCATI ONS.

(16) —35)— The conm ssion shall not require a class A hotel
or a class B hotel |icensed pursuant to subsection (2), (3), or
(4) to provide food service to registered guests or to the
public.

(17) —36)— As used in this section:

(a) "Escrowed license" neans a license in which the rights
of the licensee in the license or to the renewal of the |icense
are still in existence and are subject to renewal and activation
in the manner provided for in R 436.1107 of the M chigan adm ni s-
trative code.

(b) "Readily avail abl e" nmeans avail abl e under a standard of
economc feasibility, as applied to the specific circunstances of
the applicant, that includes but is not limted to the
fol | ow ng:

(1) The fair market value of the license, if determ nable.

(11) The size and scope of the proposed operation.

(11m) The existence of mandatory contractual restrictions or
inclusions attached to the sale of the license.
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