
 

 
 

 

Background 
 

Existing Constitutional Provisions  

Amendment 666 of the Constitution of Alabama 

1901 “was placed on the ballot and ratified by voters” 

in 2000.i  Among other provisions, Amendment 666 

gave the Legislature the authority to “issue general 

obligations bonds [including refunding bonds] for the 

purposes of (1) making substantial capital 

improvements to the state dock facilities at the Port of 

Mobile, (2) promoting economic development and 

industrial recruitment in the state, (3) providing local 

government match monies required to issue federal 

grant revenue bonds for road and bridge 

improvements and (4) providing funds to municipal 

governments for infrastructure improvements.”ii  The 

State was allowed to issue up to $350 million in 

bonds.iii  The vast majority, $285 million, was to be 

used for state dock facilities and economic 

development.iv 

 

In 2007, the State ratified Amendment 796. This 

amendment increased the bond limit “to $750 

million” with no other major changes.v Approximately 

$685 million of the revised limit was to be used for 

state dock facilities and economic development. 

 

Proposed Constitutional Amendment  

Amendment 2 on the November 6, 2012 ballot 

restructures the State’s general obligation bond issue 

under Amendments 666 and 796.  While the State 

will still be limited to $750 million of outstanding 

principle, the State may issue new bonds as principle 

is paid down. 

 

Also, Amendment 2 allows the State to refund bonds.  

This is similar to refinancing a house at a lower 

interest rate.  The State may “lower its interest 

payments by paying off bonds it has previously issued 

with newly issued refunding bonds that pay interest at 

a lower rate than the original refunded bonds.”vi 

 
Policy Consideration  
 

The ability to refund bonds gives the State the ability 

to potentially decrease interest payments as the market 

changes. For example, if bonds were issued in 2001 at 

a 5% interest rate and the interest rate fell to 3% in 

2012, the State could reduce interest payments by 2%. 

This could result in interest payment savings of up to 

$15 million.vii 

 

Amendment 2 does not alter the use of the State’s 

General Obligation Bonds. The State’s current 

General Obligation debt is $691,210,000.viii  As 

mentioned earlier, the State uses the majority of this 
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ISSUE SNAPSHOT    
 

Alabama’s current General Obligation Debt is 

$691,210,000 with a maximum of $750,000,000. 

 

Amendment 2 on the November 6, 2012 ballot 

gives the State the ability to refinance its debt and 

issue new general obligation bonds up to the limit 

of $750 million as the principle on old obligations 

is paid.  



 

 
 

 

money for economic development and state dock 

improvements. 

 

Recent state economic development projects include 

providing tax incentives, developing infrastructure, 

and improving workforce education. With the help of 

these incentives Mercedes-Benz, ThyssenKrupp, and 

other businesses decided to locate their operations in 

Alabama.  State leaders planned for the revenues 

generated from the increased business in the State to 

offset the cost of the projects.    

 

As with any economic investment, the results of 

Alabama’s economic development projects vary. In 

1993, Alabama recruited Mercedes-Benz with an 

incentive package totaling at least $253 million.ix  

Mercedes-Benz claims a total annual economic impact 

of $1.5 billion and 10,000 direct and indirect jobsx and 

continues to hire more workers.xi  

 

Contrarily, ThyssenKrupp, which received over $1 

billion in tax breaks and incentivesxii beginning in 

2007,xiii reduced its workforce size of 1,653 by 197 

employees in August 2012.xiv Furthermore, 

ThyssenKrupp is attempting to sell its plant in 

Calvert, Alabama as a result of losing $1 billion 

during the first 9 months of 2012.xv  ThyssenKrupp is 

in the process of selling part of its operation, the 

stainless steel unit, to the Finnish group 

Outokumpu.xvi  

 
Recommendations 
 

One of Amendment 2’s strongest features allows the 

State to strategically restructure its debt, most likely 

resulting in lower interest payments. The reduced 

interest payments will save Alabama money at a time 

of particularly tight budgets.   

 

Alabamians who wish to see Alabama’s state 

government continue to invest in economic 

development projects and continue to court additional 

job creators should be mindful that Amendment 2 will 

essentially result in a perpetual $750 million debt 

obligation.   

 

Conversely, individuals rejecting Amendment 2 

because of their desire to eliminate or reduce 

Alabama’s debt, should recognize that doing so will 

limit Alabama’s economic development efforts, 

including the job creation and revenue generation that 

may result from the successful operation of such 

programs in Alabama. 
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