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COST OF DOING BUSINESS

TAX INFORMATION
CATEGORY TAX RATE DETAILED INFORMATION

Personal  
Income Tax

4.25% Michigan’s personal income tax system consists of a flat rate of 4.25% of an individual’s or 

household’s income. 

Corporate  
Income Tax

6%/4.25% Michigan’s corporate income tax system consists of a flat rate of 6% of taxable income of 

firms structured as C corporations. Income for other business entities  

flows through to the owners’ personal income taxes and is taxed at a flat income tax rate of 

4.25%. 

Sales and  
Use Taxes

6% Michigan levies a 6% general sales and use tax on purchases by consumers on tangible 

goods. Businesses pay the same 6% sales/use tax rate when purchasing consumer goods. 

Gasoline/ 
Fuel Tax

$0.39/gallon Michigan’s gasoline tax stands at 39.1¢, while its cigarette tax stands at $2.

Personal  
Property 
Tax

phasing out Michigan is phasing out its Personal Property Tax (PPT) for most businesses beginning in 

2014. Timing of the phase out depends on the value of the personal property and when it was 

purchased. All first-owner purchases after 2012 will be 100% exempt beginning 2016.

State 
Essential  
Services  
Assessment 

0.24%-0.09%
(declining over time)

Beginning January 1, 2016, a new state tax known as the state essential services assessment 

(SESA) will be levied, replacing the current personal property tax. Funds collected will be 

used to support the costs of local police, fire, ambulance, and jail services. The SESA will be 

imposed on the personal property that is now exempt from the personal property tax. The 

SESA will be computed on the acquisition cost of taxable property at a declining millage rate 

scale over time.

Real 
Property  
Taxes

$49.20  
per $1,000

(average)

4.92%
(average)

Michigan is one of the 37 states that collect property taxes at both the state and local levels. 

Both real property (fixed property; principally land & buildings) and personal property 

(movable property; belongings exclusive of land & buildings) are assessed at 50% of current 

true cash value. 

The average non-homestead property tax rate was 49.20 mills, or $49.20 per $1,000 of 

assessed property. Industrial personal property is exempt from the 24 mills for schools, 

and commercial personal property is exempt from 12 mills. Inventory, special tooling, and 

pollution control equipment are exempt from property taxes. 

Special Tooling Property Tax Exemption - Michigan exempts special tooling from all property 

taxes. “Special Tooling” includes tools, dies, jigs, fixtures, and patterns that are used to 

manufacture a product which could not be used to manufacture another product without 

substantial modification to the device. 

Industrial Personal Property Tax Relief – Certain types of tangible property used by 

manufacturers directly in the industrial process are exempt from Michigan’s sales and 

use tax. Eligible exempt property includes machinery, equipment and energy used in an 

industrial process. Industrial processing includes but is not limited to production or assembly, 

research & development, engineering, remanufacturing and storage of in-process materials.
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SALES TAX EXEMPTIONS FOR  

INDUSTRIAL PROCESSING

Certain types of tangible property used by 

manufacturers directly in the industrial process are 

exempt from Michigan’s sales and use tax. Eligible 

exempt property includes machinery, equipment, 

and energy used in an industrial process. Industrial 

processing includes but is not limited to production 

or assembly, research & development, engineering, 

remanufacturing and storage of in-process materials. 

SALES TAX EXEMPTION FOR ENERGY  

USED IN INDUSTRIAL PROCESSING

Energy used in the manufacturing process, such 

as natural gas, electricity, and propane, is exempt 

from the sales tax. Anytime a sales tax exemption is 

claimed for energy used directly in manufacturing, the 

company (buyer) must have that specific energy usage 

metered separately or must have a clearly drawn-up 

plan with the energy provider (seller) to separate the 

exempt versus the non-exempt energy usage, Most 

energy providers have staff that can assist with the 

specific questions regarding exemption claims for 

energy usage. 

SALES TAX REFUND

Manufacturers that have unnecessarily paid sales 

tax on eligible exempt energy usage in the industrial 

process may request a refund through their energy 

provider. The look-back period for a sales tax refund  

is four years.

POLLUTION CONTROL TAX EXEMPTIONS

Air and industrial water pollution control facilities 

are exempt from sales, use and property taxes 

in Michigan. A facility refers to any machinery, 

equipment, structure, part or accessory used for the 

primary purpose of controlling or disposing of air or 

industrial water pollution. The Michigan Department 

of Environmental Quality (DEQ) is responsible for 

determining what property is eligible. 

PROPERTY TAX EXEMPTION  

FOR SPECIAL TOOLING

Michigan exempts special tooling from all property 

taxes. “Special Tooling” includes tools, dies, jigs, 

fixtures and patterns, which are used to manufacture 

product which could not be used to manufacture 

another product without substantial modification  

to the device. 

INVENTORY TAX EXEMPTION

In the State of Michigan, there is no inventory tax, no 

matter where you locate. All inventory is exempt from 

state and local taxes.

TAX EXEMPTIONS FOR MICHIGAN COMPANIES
Various sales and property tax exemptions in Michigan can reduce business tax liability for a variety of companies. 

Businesses should consider discussing the tax exemptions outlined below with their tax preparer, CPA or tax attorney.
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COMPETITIVENESS REPORTS

SOURCE REPORT
RANKING 

(BEST TO WORST) METHODOLOGY

Area  
Development 
Magazine

Leading Locations  
Report (2015)

#3/373 Area Development ranked 373 MSAs across 21 
economic and work force indicators. These 21 
indicators were pulled from seven (7) data sets 
(sub-categories) originating from four sources: the 
Bureau of Labor Statistics, Bureau of Economic 
Analysis, U.S. Census American Community 
Survey and Moody’s Analytics.

CNBC America’s Top States  
for Business (2015)

#22/50 Index based on 51 measures of competitiveness 
developed with input from business 
groups including the National Association 
of Manufacturers and the Council on 
Competitiveness. 

CNBC Cost of Doing 
Business (2015)

#17/50 Index assessed comparable costs for major 
expense items, including: state and local tax 
burden, utility costs, cost of wages, as well as rental 
costs for office, commercial and industrial space.

SBE Council Best and Worst State  
Tax Systems for  
Entrepreneurship and  
Small Business (2015)

#13/50 Index pulls together 21 different tax measures, and  
combines those into one tax score for each state.

Tax Foundation State Business Tax  
Climate Index

#13/50 Index built on five components: individual income 
tax, sales tax, corporate income tax, property tax 
and unemployment tax.

Forbes America’s Smartest  
Cities Report (2014)

#4/380 Forbes scored the nation’s 380 metropolitan 
statistical areas based on growth rate in the 
number of residents with at least a bachelor’s 
degree from 2000-2013.

Manhattan  
Institute

America’s Top Metros: 
Who’s Leading the  
Recovery, and Why  
(2014)

#3/100

Largest 100 MSAs

Using data since 2009 for the nation’s metropolitan 
statistical areas (MSAs), identified leaders and 
laggards as measured by growth in economic 
output (GDP), personal income, and jobs.

Beacon Hill  
Institute

13th Annual State  
Competitiveness  
Report (2014)

#32/50 A compilation of 8 different measures: government 
and fiscal policy, security, infrastructure, human 
resources, technology, business incubation, 
openness and environmental policy.


