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PROPOSED CONSTITUTIONAL AMENDMENT NO. 2 
(Referred to the People by the General Assembly) 

POPULAR NAME: An amendment to ailow the General Assembly to approve the rssuance of 

general obligation bonds for any economic development project that plans to invest more than 

$500 million in capital expenditures and to hire more than 500 new employees. 

BALLOT TITLE: 

Proposlng a constitutional amendment to allow 
the Arkansas Generai Assembly, meeting in 
regular or specral sessron, to approve a general 
obligation bond or bonds, not to exceed five 
percent (5"/o) of state general revenues, for the 
purpose of providing infrastructure and other 
needs to attract economic development projects 
investing a minimum of five hundred million 
dollars ($500,000,000) and creating a minimum 
of five hundred (500).1obs. 

BALLOT SUBTITLE: 

Proposing a constitutional amendment to allow 
the Arkansas General Assembly to approve 
general obligation bonds for economic 
development projects. 

Why is thc issuc on thc ballot of a Gcncral 
Elcction? 

By approving House Joint Resolution 1028, 
the state legrslature has proposed amending the 
Arkansas Constitution to include Proposed 
Constitutional Amendment No. 2. All constitu-
tional amendments require approval by a 

majority of voters in a statewide election. 

What does this amcndmcnt do? 

Proposed Constitutional Amendment No. 2 

would allow the legislature to authorize the 
Arkansas Development Finance Authority to 
issue general obhgation bonds to attract large 

economic development projects, also called super 
projects, under the following circumstances: 

. The bonds are issued to finance a variety 
of infrastructure needs, such as land 
acquisilion, sile preparation, road improve-
ments, rail spurs, water and wasle service, 
employee training, environmental mitrgatron 
or training or research facilities. 

. Bond issues cannot exceed 5 percenl ol 
the state's most recenl year general 
revenues coilected. 

. The prospective company must be planning 
to invest at least $:00 million in the project 
and plan to hire at least 500 new employees. 

. Costs associated with the bonds must be 

paid using general or special revenues 
appropriated by the General Assembly 
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. Empowers the Arkansas Legislature to vote 
on bond issues for economic development 
infrastructure rather than requiring a vote of 
the people. 

What is a general obligation bond? 

ln this context, a bond is a certificate of debt 
issued by the state. In return for purchasing the 
bond, the bond holder (investor) will receive lnrerest 
pa).rrnents as well as the original investment on a 

schedule predetermined at the rime rhe bond is 
issued. In consumer terms, this could be considered 
similar to taking out a long-term loan to buy a 

house. A general obligarion bond is legally backed 
by the lull faith and credit of the issuing govern-
ment, in this case, the State of Arkansas. This means 
that costs associated with the bonds (interest 
pa),/rnents and principal repayment) willbe paid 
using any revenue source available to the state. 

Because of full faith and credit backing, generai 
obligation bonds are considered low risk by 
investors. Thls allows states to sell bonds, or borrow 
money, at relatively low interest rates. The bonds are 
typically used to finance large capital projects, which 
are costly and dlfficuh ro pay ar once. Typically, the 
benelits derived from the investment are expected to 
continue for the life of the bond issue or beyond. 
Examples of large capital projecrs include land pur-
chases, the development or improvement of facili-
tres, roads and highways, water or waste lreatment 
or other inlrastructure proJects. 

What does thc sonstitution currently say 
about issuing statc bonds? 

Amendment 20 of the Arkansas Consritution 
says that the state may issue new bonds oniy il 
approved by a majority vote in a general or 
speclal electron. 

Arkansas Code (7-9-13) requires rhat the 
Secretary of State provide public noti.ce of such 
measures B weeks pnor to the eieclion. Notice must 
be provided in 2 weekly issues of newspapers in 
each county 

Amendment 65 states that revenue bonds may 
be issued by the state without an election A revenue 
bond is different from a general obligarion bond. 

. A revenue bond mus[ be secured by revenues 
resulting from the projecr or rmprovement for 
which rt is rssued. 

. A general obligation bond is secured by any 
revenue source available to the state. 

How is thc 5% Gap appli€d? 

The ballot measure does nor specify Section t (b) 
of the proposed amendment reads: "Bonds may be 
issued for an amount up to five percen[ (5%) of srate 
general revenues collected during the most recent 
fiscal year." The amendmenr does not specify wherher 
thls is a rolling limrt or an annual limit or whether it 
applies to gross or net general revenues. 

What costs are associatcd with thc issuancc 
of thes€ bonds? 

It depends on the terms of the bond issue. 
The proposed amendment limits the bond issue 
amount lo 5 percent of the stale's general revenues. 
Accordrng to the Arkansas Department of Finance 
and Administration web site, fiscal year 2OO3 gross 
general revenues were just over $4 billion. Using 
this number as an example, a maximum issue of 
5 percent wouid be approximately $202 million. To 
retrre the bonds, the state would have to repay that 
totai amount issued, pius the interest pa)./rnents 
associated with lt, over a specified period of time. 

The following is an cxample of how a bond 
issuc might bc structurcd, lor illustrativc 
purposes only. lt is not an estinalc ol 
actual costs. 

Suppose the General Assembly voted to 
approve the issue of $100 million rn generai 
obligation bonds. If the bond issue consisrc of 
2)-year serial bonds with a 5 percent interest rate, 
annual principal paymenrs would equal $5 million 
($100 million + 20 years). Inreresr pa),lnenrs would 
decrease over tlme as the debt ls paid down. In the 
first year, the rnterest paymenr would be $5 million 
since the entire debt is outstanding ($100 million x 
5%). Thus total debt palment (principal and 
interest) in the first year would equal $IO million. 
ln the second year, rhe debt outstanding would be 
$95 million, resultrng in an interest payment of 
$4.75 million ($95 million x 5%) and a total debt 
palment of $9.75 million. Payments would conrinue 
in this manner over the 20 years until the debt 
is retired. 

So for this example, in return for receiving 
$100 million from the sale of general obligation 
bonds, the state would pay an average of $7.6 mil-
lion per year to repay the principal and make rhe 
interest payments. 



How would the costs of general obligation 
bonds issucd undcr this amcndment 
be paid? 

The bonds wlll be paid lor using general or 
special revenues appropnated by the General 
Assembly. General revenues primarily consist of 
lncome taxes (individual and corporale) and sales or 
use taxes. Special revenues consist of taxes or fees 

collected in accordance with Arkansas law to 
support specific state programs or agency costs. 

What bencfits are associatcd with supsr 
ploiccts? 

It rs impossible to estimate specific benefits of 
this proposed amendment without knowrng specific 
details about an economic development project. In 
general, goals ol economic development include 
increaslng the number of jobs, income and produc-
tivity Additional revenues generated by a number of 
higher-paying jobs could make principal and inlerest 
payments on the bonds and provide a substantial 
increase in overall sta[e tax collections. More jobs 
and higher personal income levels could also lessen 

the need lor unemploymenl and welfare program 
expenditures by the state. Other indirect benefits 
could also occur. 

How long will a conpany hauc to nakc 
the rcquircd inucstmcnt and hirc new 
€mployecs? 

The ba1lot measure does not specily Section I (d) 

of the proposed amendment reads: "ln order for 
the General Assembly to authorize the issuance of 
bonds bearing the full faith and credrt ol the State 

of Arkansas, the prospective employer must be 
pianning an economic development project that 
will invest more than five hundred miilion dollars 
($500,000,000) in capital expenditures and plan on 
hiring over five hundred (500) new employees." 
in deciding whether to issue bonds rn support of a 

project, the Leglslature wili need [o evaluate lhe 
prospective employers investment plans and deter-
mine whether the plan is worthy ol a commitmen[ 
of stale resources. 

How will thc lcgislalusc dclerrninc when and 
how to issuc economic dcuelopmcnt bonds? 

The proposed amendment does not specify a 

process for determrning how and when the amend-
ment wouid be used. If this proposed amendment 
passes, specific rules, regulations and safeguards will 
be developed to address these rssues. 

Thc following statements arc what 
supporters and opponcnts of thc sonstitu-
tional amcndm€nt rcport in thcir litcraturc 
and on thcir w€b sites. By prescnting thcse 
statemcnts the University of Arkansas 
does not endorse or in any way ualidate 
thc statements. 

What do supportcrs say? 

Supporters believe that allowing the General 
Assembly to issue bonds will demonstrate to busi-
nesses and industries that Arkansas is capable of 
responding to their needs in a timely manner. They 
crte a study commissioned by the 200I Arkansas 
Legislature to assess the state's compelrtiveness in 
attracting super projects. Supporters say that super 
projects will: 

. Generate increased tax revenues, which can 
be used to i.mprove education, health care 

and roads, whlle allowing the state to make the 
princrpai and interest payments associated with 
the bonds. 

. Create additional secondary jobs as other plants 
and investments locate in Arkansas lo suppon 
lhe super pro1ecl 

What do opponcnts say? 

At the time thrs fact was published, no organized 
opposition was identified. The fbllowing statements 
reflect sentiments voiced by individuals in forums 
where this proposed amendment has been discussed. 

. There are only a few locations in Arkansas that 
are suitable for the types of projects that this 
amendment would support, based on the 
required investment and employment levels. 

. In light of curren[ commrtments to increase 
funding for public education, Arkansas cannot 
afford to lncur additional demands from already 
stretched state revenues. 

Whcn does thc lcgislation takc cfrccl 
if passed? 

The amendment, if passed, wouid become 
eflective onJanuary 1, 2005. 

tThat docs a'!es" uote nean? 

The Arkansas Leglslature will have the authonly 
lo approve the issuance of general obligation bonds 
[o finance infrastructure improvements rn support of 
large economic development projects under the 



restrictions specified in this proposed amendment 
and subsequent legrslation. 

What docs a "no" uot€ m€an? 

The issuance of general obligation bonds by the 
state will conti.nue to require approval of a majority 
of voters rn a general or special election called for 
that purpose. 

Whcrc can I find nore infornation? 

The complete and official text of each baliot 
measure can be obtained through the Arkansas 

Secretary of State's office: 

. Phone: 50I-682-1010 

. Web site: http://www.sos.arkansas.gov/ 
elections oronosed amendments.html 

For other information, including major suppofi 
and opposition groups, please r,'rsit our web site 
(http://piec.uaex.edu) or contact your county 
Cooperative Extenslon Service office. 

Exercisc your uoting pfvilcge. 

We live in a democratic society where voting rs 

both an obligation and a privilege of citizenship. 
Democracy works best when informed citizens 
exercise their voting privilege. Please vote 
November 2,2004. 

The University of Arkansas Cooperative Extension 
Service gives permission for individuals or organizations 
to copy and/or reproduce this fact sheet. UofA CES is 

to be appropriately cited as the source and the user 
will refrain from altering the content tn any way that 
might be construed to suggest that the Extension 
Service is a proponent or opponent of the rssue. 
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