
 
 

June 8, 2017 
 
TO:     CAWV MEMBERS 
 
RE:      CONFEREES BEGIN BUDGET NEGOTIATIONS; 6.35 PERCENT CONSTRUCTION 
SERVICE TAX PROPOSAL DEAD 
 
The House and Senate have appointed a conference committee to begin negotiations to reach 
a compromise on new revenue measures, and ultimately, a Fiscal Year 2018 budget.  This 
follows days of informal, closed-door meetings, many brokered by Gov. Jim Justice, to try to 
come up with a budget agreement before a government shut down on July 1. 
 
Yesterday, the West Virginia Department of Revenue raised revenue estimates for 2017-2018 
by $170 million, $40 million of that amount is based on bills that passed during the Regular 
Session of the Legislature, and the other $130 million is contingent upon enactment of the 
Governor’s roads plan and economic growth forecasts.  Severance tax collections for coal and 
natural gas have continued to exceed estimates, hopefully signaling a rebound for the state’s 
energy sector.  For the month of May, severance tax collections exceeded estimates by nearly 
$16 million.  There has been a 60 percent increase in natural gas prices from a year ago. 
 
Yesterday Governor Justice held a press conference and highlighted his latest plan, which 
would raise the Consumer Sales Tax from 6% to 6.35%.  His plan would reduce the personal 
income tax by 20% over the next three years, but only if certain economic triggers are 
met.  When the budget conferees met at 4:00 p.m. Wednesday, the 6.35% consumer sales tax 
on construction services was eliminated.  Construction services will continue to be exempt as it 
is under statute. 
 
The proposal to implement a 6.35 percent consumer sales tax on construction services, 
estimated to raise $92 million this year and to grow to over $100 million annually over the next 
few years, was part of a $286 million revenue plan that increases the state’s consumer sales 
tax to 6.35 percent from 6 percent and removes the sales tax exemption for 
telecommunications, digital goods, electronic data processing, health and fitness services, and 
primary opinion research. The construction tax was originally a House proposal that added a 
tax on the first $40,000 of the construction project. The Senate amended the bill to apply only to 
the labor portion of the contract and not materials since CST has already been paid on 
materials. Last week, the $40,000 cap was removed and the tax applied to the full amount of 
the project. 
 
The CAWV met with Governor Justice’s administration to get details on how the tax would be 
applied and administered, and to determine whether public projects such as schools, water and 
sewer facilities and highways would be subject to the added tax. Questions were raised on 
what impact this proposal would have on attracting new economic development projects to 
West Virginia since only two states have a tax on construction services. The CAWV also asked 
if the tax would apply to the employee’s hourly wage or the total fringe package, if the tax would 



be pyramiding since sub and sub-subcontractors would be required to pay on their labor 
portion, and how out-of-state contractors would be audited to guarantee their bids included the 
6.35 percent tax on labor. Legislators questioned the added cost to home building and 
renovation projects.  The CAWV also objected to the section which implemented the new 
construction tax retroactive to June 1, 2017, thus not giving contractors time to factor the tax 
into their bids. 
 
With the uncertainties of how the tax would be applied and collected, the cost to construction 
projects, and the governor revising his budget revenues, House and Senate members agreed 
to table the construction tax proposal.  The Governor’s office agreed to remove the tax from his 
revenue bill.  Budget conferees are meeting at press time on the revenue bill and Governor 
Justice is speaking to his proposal, including his road plan to fund $2.8 billion in highway 
maintenance and expansion.  The major sticking point appears to the Senate’s and governor’s 
proposal to reduce the state income tax rate by 7% this year, 7% next year and 6% this 
year.  Delegates have expressed concerns the reduction in income tax revenues would create 
budget deficits in future years.  Conferees are working this morning on putting triggers for the 
subsequent years of income tax cuts and “reverse-triggers” to restore current tax rates if the 
cuts fail to generate promised economic growth. 
 
The West Virginia Senate appointed a conference committee represented by Majority Leader 
Ryan Ferns (R), Minority Leader Roman Prezioso (D), Senator Craig Blair (R), Senator Ed 
Gaunch (R) and Senator Glenn Jeffries (D).  The House of Delegates appointed its conference 
committee represented by House Finance Chair Eric Nelson (R), House Education Chair Paul 
Espinosa (R), Majority Whip Carol Miller (R), Delegate Brent Boggs (D) and Delegate Dave 
Pethtel (D).  The ten members of the conference committee will continue to work out 
differences between the House and Senate on the budget.   
 

ACTION REQUESTED:  Once the revenue bill and budget bill are completed, the next action 
will be directed toward the Governor’s highway funding bill and the continuation of tolls on the 
West Virginia Turnpike. The House is still not onboard with the Governor’s proposal to restore 
the floor on the wholesale price of gasoline from $2.34 to $3.04. This would restore the 3.5 
cents per gallon wholesale gas tax which has been lost over the past three years due to the 
decreasing price of gasoline.  If the House takes this out of the bill, it will reduce highway 
funding $45 million annually. There is also concern among House members to continue tolls on 
the Turnpike and sell about $500 million in bonds for future highway expansion. 
 
CAWV members will receive another Legislative Alert and members will need to contact their 
legislators to get their support for the highway funding proposals. 
 
 
 
 
 


