BUDGET MESSAGE

May 19, 2003

Cabarrus County Board of Commissioners
65 Church Street, South
Concord, North Carolina 28025

Honorable Chairman and Board Members:

Presented herewith is the proposed 2004 budget for Cabarrus County. Totaling $129,611,154, it seeks to achieve the goals and
comumits to the priorities that you- the county’s elected leaders- established following my appointment as your chief executive.

At your work session in January you identified several goals; some short and others longer-term in nature. Since then, the
county staff and I have presented you with a great deal of information that you then discussed and analyzed. As a board, you
formulated strategies for some goals, and for others, more work remains.

Most of the goals you established have a direct effect on the budget in that they either cost money to achieve or have a bearing
on how much money may be spent. A brief description of those goals follows, along with pertinent information regarding their
budgetary implications.

Goal No. 1: Retain the current property tax rate of 56 cents per $100 of value

You agreed the current property tax rate is fair and reasonable and that county expenditures and levels of service should be
based on the amount of revenue such a rate produces.

The weak economy’s affects on property tax and other revenues (e.g., sales tax receipts) make this a challenging goal,
particularly when considering the cost of achieving the additional goals which follow.

However, the proposed general fund budget of $126,055,500 for fiscal year 2004 meets that challenge by relying on four key
elements:

Reducing expenditures by $1.8 million

Appropriating $5.3 million from the capital reserve fund
Appropriating $6.3 million from fund balance

New revenue of $4 million from the third half-cent sales tax

The third half-cent local option sales tax, which was approved in March, becomes effective in July 2003. The revenue this new
tax will produce offsets a similar loss first suffered in fiscal year 2003. That is when the General Assembly eliminated
reimbursements to local governments for lost revenues that resulted from changes in tax laws in the late 1980s. As you know,
the loss of these revenues in 2003 was balanced only after cutting the budget significantly and appropriating additional fund
balance.

Goal No. 2: Maintain the county’s sound fiscal condition

Good management practices and the county’s conservative financial and budgetary policies (see page 27) are the foundation of
its long-standing sound fiscal condition. Chief among those policies is one that establishes a goal of retaining a fund balance
equal to at least 15 percent of general fund expenditures. Such a fund balance assures adequate cash-flow, generates inferest
income, assists in maintaining an investment-grade bond rating and sustains operations during emergencies and disasters.

Achieving goals 1 and 2 year after year requires planning and discipline. Accordingly, this proposed 2004 budget introduces a
Five Year Financial Plan created specifically for that purpose (page 49). This plan addresses your stated priorities and goals,
including providing adequate resources for education, opening three new schools, constructing a new jail and maintaining a
property tax rate of 56 cents.
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It also anficipates continuing all existing county programs at current service levels. The Five Year Financial Plan includes
projections for the General Fund as well as the Solid Waste Enterprise Fund and Arena and Events Center Special Revenue
Fund. Capital spending, shown in the Five Year Financial Plan as a lump sum, is described in the Capital Improvements Plan
(CIP) beginning on page 257.

Please note capital spending is meager through 2006. However, by 2007, nearly $6 million is available for capital projects,
including long-delayed park improvements (see the CIP, page 258). By 2008, $7.5 million is projected to be available for
capital projects.

Spending levels specified in the Five Year Financial Plan also maintain adequate general fund reserves. As shown in the table
below, the fund balance dips below the county’s target number of 15 percent only in 2005 and 2006.

Fiscal Year 2004 2005 2006 2007 2008

Revenues 114,394,673 131,230,553 136.878.353 142.499.433 148,424,621
Expenditures 126,055,500 133,980,081 138,083,605 139,457,689 145,793,392
Unreserved Fund Balance 19,000,000 19.250.472 20,045,220 23,086.964 25,718,193
As a % of Expenditures 15.07% 14.37% 14.52% 16.55% 17.64%

It should be noted that the Five Year Financial Plan does not assume any new debt beyond that to which you have already
committed (i.e., certificates of participation for the three new schools already mentioned and a new jail). Additional projects
requiring debt service will require an increase in the property tax rate or further postponement of already delayed capital
projects scheduled for 2007 and 2008.

Goal 3: Fund construction of the next projects scheduled in the school systems’ capital building plans — the replacement for
Bethel Elementary, a new elementary school on Pifts School Road, a new middle school in Kannapolis, additions to two
elementary schools in Kannapolis and school-park athletic facilities at each

As previously mentioned, the Five Year Financial Plan includes construction of these projects. Certificates of participation
totaling about $45 million will be sold in July 2003. The budgetary impact of the debt service will be delayed one year by
capitalizing the interest. The new Bethel Elementary School will open in August 2004. The additional two schools will open
one year later.

Goal 4: Review county employee compensation program

The county’s employee compensation program consists of several elements. Among them are annual cost-of-living pay raises
based on the consumer price index (rounded down to the nearest 1/2 %), annual merit and development pay raises based on
performance and biannual adjustments to the salary schedule based on labor market studies.

The proposed budget for fiscal year 2004 includes a cost of living pay raise of 2 percent in accordance with the policy
described above. Based on an ordinance you adopted in January, the proposed 2004 budget does not include funding for merit
and development pay raises or for a labor market study and potential compensation adjustments that might result. Those
compensation plan elements were suspended for fiscal year 2004 due to economic conditions.

The county staff will assist you in your anticipated review of the employee compensation plan in fiscal year 2004. Any changes
could then be implemented in 2005.

Goal 5: Plan and construct a jail and justice center to meet the county’s current and future needs

This goal resulted from a study completed in May 2002 that projected space requirements for the sheriff's office and jail for a
15-year period. The existing jail, designed to house 142 inmates, now often has at least 200 occupants.

Because of continuing steep growth trends, current site constraints and the sizable public investment to construct a new facility,
you agreed it would be more prudent to consider jail space requirements for a 40 to 50 year period. You also agreed that court

facility needs should be considered along with jail space.

You approved a phased planning and construction process, beginning with the immediate need of an expandable jail (and
perhaps sheriff's office). The expanded court facilities would likely follow in 5 to 10 years.
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Selection of an architectural firm for the project is expected by June and construction of the jail should begin in 2004.
Certificates of participation will be sold that same year, but the budgetary impact of the debt service will be delayed until fiscal
year 2006 by capitalizing the interest.

Goal 6: Generate sufficient revenue at the Cabarrus Arena and Events Cenfer fo pay ifs own expenses

According to County Government in North Carolina (1998, Institute of Government, UNC Chapel Hill. pp. 983), facilities like
the Arena and Events Center are rarely “...fully self supporting from the revenues of the activities and events presented in
them. A facility is usually considered financially successful if it produces enough revenue to cover operation and maintenance
costs.”

Not surprisingly, the Arena and Events Center budget for fiscal year 2004 is balanced using a contribution of $892.714 from
the general fund. This contribution marks a considerable improvement over fiscal year 2003, which required a general fund
contribution of more than $1.5 million. The proposed 2004 budget drops the contribution by 43 percent compared to 2003.

The Five Year Financial Plan (page 49) shows continued improvement in the Center's revenues with a diminishing general
fund contribution each year through 2007. In 2008, the Arena and Events Center is expected to generate its first operating
surplus, totaling about $162,000.

It would be prudent to allow surplus revenue to accumulate in the Arena and Events Center special revenue fund. rather than to
transfer it back to the general fund for payment of debt service or repayment of previous transfers. Those accumulated
revenues could be used later for large future expenses such as replacement of mechanical systems, roofs and building
improvements.

The projection of an operating surplus by 2008 is based on the Arena and Events Center staff working diligently to increase
sales. A study intended to assist in that effort was recently completed by KPMG. The author of that study will present her
findings to you and the staff soon.

Goal 7: Develop new economic development strafegies

In February, you voted unanimously to develop a multiyear contract with the Cabarrus Economic Development Corporation
(EDC). The contract will set forth agreements for creating new, targeted marketing strategies, for generating private sources of
revenue, and for implementing performance measures. I expect to present a draft of the contract in a few weeks for discussion.

The proposed budget for 2004 includes a contribution to the EDC of $438,835, matching the contributions from 2002 and
2003. The Five Year Financial Plan assumes the same contribution will be made each year.

Also, you have identified the development of tourism as a significant economic development strategy. Accordingly, the county
staff, particularly that of the Arena and Events Center, has been working closely with the Cabarrus County Convention and
Visitors Bureau (CVB) in an effort to bring more tourists and visitors into the county.

Clearly, you recognize that the Arena and Events Center is itself an investment in economic development and tourism. The
CVB agreed and in April its Board of Directors voted to contribute $750,000 to help the county fund improvements there.

The proposed budget for the CVB is on page 143. While the CVB is separate from the county organizational structure, the
enabling legislation for its creation requires that you review and approve its budget. Funding for the CVB is generated by a 5
percent hotel occupancy tax that you levy.

The CVB Board has requested that you increase the occupancy tax from 5 percent to 6 percent to help pay for the construction
of a convention center. As a step toward your goal of developing new economic development strategies, I recommend honoring
that request. My recommendation is with the condition, however, that the CVB contribute at least $100,000 a year to the Arena
and Events Center. Given its impact on the local economy. sharing this tax revenue to help operate and improve the Arena is
appropriate and is a valuable investment.

The seven goals described above are developed to a sufficient extent that budgetary implications may be projected with a
reasonable degree of certainty. You have also identified several additional goals for which that is not the case. The impact of
some will likely be minimal. Others, however, could be several million dollars, depending on the directions you choose. The
county staff will continue to assist you by providing more information and options as you work through them over the next
several months.
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Following is a list of those additional goals:

Explore opportunities for consolidation of services with other local governments.

Identify and address transportation issues.

Develop a countywide utility policy.

Adopt the Eastern Area (land use) Plan.

Assist the Town of Harrisburg and Harrisburg Volunteer Fire Department and Rescue as they pursue the creation of a
municipal fire department.

e Identify and address solid waste issues.

Beyond the goals already mentioned and discussed, more issues emerged from your April 30th work session. They include
growth management (particularly as related to school population increases), air quality and regional planning efforts.

The county’s continued rapid population growth, even in the midst of a weak economy, requires action to address these many
issues. The consequences of when and how thoroughly they are addressed will reach well info the future.

I hope you have found helpful my decision to align the preceding budget summary to your stated goals. More detailed
descriptions and comparisons of spending and revenues for fiscal year 2004 are available in the Budget Summary section
beginning on page 23. You will also find thorough explanations of county programs and services throughout the budget
document.

As mentioned earlier, I have added a new and important feature to the budget this year — a Five Year Financial Plan. As the
demand on the county’s resources becomes greater and greater, it is critical that we plan how we will allocate those resources
for several years into the future. The Five Year Financial Plan illustrates how each year’s spending affects the next and is
compounded over several years. I think the plan will become a valuable tool to guide you in making well-informed and
reasoned decisions as you lead Cabarrus County to an exciting and prosperous future.

I know you join me in recognizing the high degree of dedication and expertise exhibited by county employees. My heartfelt
thanks goes out to them; they have made an extraordinary effort to assist me during the last four and a half months since I
began serving as your county manager. I tremendously appreciate their support.

I also appreciate the efforts of the many people who contributed to the preparation of this document. You should know that I
asked the department directors to develop budgets that reduce spending while still achieving their missions. They did, and I
thank them.

As usual, the budget staff has performed excellent work. I offer my gratitude to Cathie Straub, budget officer, and Becky
Crabtree, budget analyst. Special thanks go to Pam Dubois, finance director, Susan Fearrington, assistant finance director and
Shelley Farris, accounting operations supervisor for their efforts in preparing the Five Year Financial Plan.

Finally, I wish to thank you for the opportunity and the guidance you have given me. I am proud to serve as your chief
executive, and humbled by the confidence you have placed in me. I look forward to reviewing this very important planning

document with you.

Respectfully submitted,

John D. Day
Interim County Manager
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ADDENDUM TO THE BUDGET MESSAGE

Upon Motion of Commissioner Privette, seconded by Commissioner Carruth and unanimously
carried, the Board approved the Cabarrus County Budget for Fiscal Year 2004, including the
following revisions to the Preliminary Fiscal Year 2004 Budget; set the County tax rate at 56 cents;
and adopted the Cabarrus County Budget Ordinance for Fiscal Year 2003-2004.

Upon Motion of Commissioner Privette, seconded by Vice Chairman Suggs with Commissioner
Privette, Vice Chairman Suggs and Chairman Freeman voting for and Commissioners Carpenter

and Carruth voting against, the Board adopted the Cabarrus County Special Fire and Service
District Taxes Fund Budget Ordinance for Fiscal Year 2003-2004.

REVISIONS TO THE PRELIMINARY FY 2004 BUDGET:

GENERAL GOVERNMENT:

» Contributions to Other Funds
Contribution to the Cabarrus Arena and Events Center increase $ 6,199 to compensate for salary and benefits changes.
» Other Contributions:
Project Challenge revenue and expense reduction of $ 1,687.
Cabarrus Teen Court revenue increase of $ 12,223 and expense increase of $ 9,673.
» Mental Health
Court Psychological Services — (DJJDP) reduce revenue $ 11,079 and reduce expense $ 2,550.
> Planning:

Increase Service Fees revenue $ 6,000 to encompass the following contracts: Mt. Pleasant $3,000; and Midland
$ 3.,000.

Consultant expense increased $ 5.000.
> Zoning:
Increase Uniform expense totaling $ 800.

> Economic Development Incentives

Concord Mills Incentive increase of $100.000.
Corning Incentive increase of $ 30.516.

Pillowtex Incentive reduction of $ 100,060.
Southeastern Packaging Incentive increase of $ 3,7009.
Builders Supply Incentive reduction of $ 1,391.

BOC Incentive increase of $ 23,009.

S & D Incentive Grant reduction of $ 35,695.

> Cooperative Extension School Age Grant

Increase School Age Grant revenue and Tools and Minor Equipment expense $15.000. This grant creates a new
summer School Age Care Program for 35 youths at Elite Child Development Center. The state authorized this grant
on May 23, 2003.
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» Department of Social Services:

Increase Child Welfare DSS Reimbursement revenue and Child Welfare Purchased Services expense $55,000 to
facilitate a contract with Community Link to perform Home Studies.

Home Based Services (DJJDP) increase revenue $ 10,424 and Home Based Services/Guided Growth expense $ 1,500.
Specialized Placement Program (DJIDP) decrease revenue and expense $ 4.080.

On May 29, 2003, the Board authorized a contract with Millennium, Inc of Charlotte, N. C. for the outsourcing of
reception, file room., and mail handling functions for the Department of Social Services effective August 15, 2003.
Advantages of this outsourcing include the assurance of enhanced operational performance, as the contractor
specializes in these office operations and uses up-to-date technologies. The department will acquire, as part of the

contractual arrangement, use of (bar code) recording tracking software. Neutral effect applicable to revenues and
expenditures.

> Rowan Cabarrus Community College:

Increase Current Expense $12,000.00 — Cosmetology Facility Cloverleaf Plaza Shopping Center.

> Emergency Medical Services:

Emergency Medical Services Furniture and Equipment expense line item was increased $15,000 in order to purchase
new software applicable to the outsourcing of billing and collections of ambulance charges.

> Department of Aging:
Nutrition Title IIT Congregate Nutrition revenue and Food Expense reduced $ 7.904.
Senior Services Information and Case Assistant Grant revenue and Purchased Services expense reduced $ 6.664.
In-Home Services Grant revenue and Purchased Services (In-Home Respite Contract $ 817) and Adult Day Services
($11,529) expenses reduced $12.346.

> Personal Services Adjustments:
Merit and Development pay raises for the payrolls of April 11, 2003, April 25, 2003, May 9, 2003, May 23, 2003 and
June 6, 2003 ($126,391), hospitalization increase ($91,635) Local Governmental Employees Retirement rate effective
July 01, 2003 increase from 4.89% to 4.92% ($10.641) totaling $228.667.

General Fund FY 2004 Preliminary Budget changes reflects a net increase of $ 333,696. Revenues increased
$54,887 and additional fund balance appropriation of $278,809.

Landfill Fund:

> Personal Services Adjustments:

> Merit and Development pay raises for the payrolls of April 11, 2003, April 25, 2003, May 9, 2003, May 23, 2003 and
June 6, 2003 ($752), hospitalization increase ($1,192) Local Governmental Employees Retirement rate effective July 1,
2003 increase from 4.89% to 4.92% ($37) totaling $1.981.

Landfill Fund FY 2004 Preliminary Budget changes reflects a net increase of $1,981.
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THE CABARRUS ARENA AND EVENTS CENTER FUND:

»

Personal Services Adjustments:

Merit and Development pay raises for the payrolls of April 11, 2003, April 25, 2003, May 9, 2003, May 23, 2003 and
June 6, 2003 ($5.446), hospital increase ($1,043) Local Governmental Employees Retirement rate effective July 1,
2003 increase from 4.89% to 4.92% ($327) totaling $6,816.

Building and Grounds expense decrease of $495 and Office Supplies expense decrease of $122.

The General Services Department will provide cleaning for the Arena and Events Center effective July 01, 2003. A
Facility Cleaning Services budget was implemented totaling $182,500. The Cabarrus Arena and Events Center
Janitorial Supplies budget was reduced $7,500 and the Purchased Services/Cleaning Service was reduced $75,000
totaling $82,500.

A Cabarrus County Convention and Visitors Bureau contribution of $100,000 will help offset operating expenses.

The Cabarrus Arena and Events Center Fund FY 2004 Preliminary budget reflects a net increase of $106,199.

CABARRUS COUNTY CONVENTION AND VISITORS BUREAU:

The Cabarrus County Board of Commissioners tentatively agreed to increase the Occupancy Tax rate from five cents
($.05) to six cents ($.06). The Board scheduled a public hearing on July 21, 2003 to consider the adoption of a
resolution approving the increase effective September 1, 2003. An estimated revenue and expenditures increase of
$162,984.

Motion was made on May 29, 2003, by Commissioner Privette, seconded by Commissioner Carpenter to affirm the
action taken by the The Cabarrus County Convention and Visitors Bureau Board (Tourism Authority) as follows:

A motion was made by John Cox with a second by Eddie Littlefield to place all the funds that currently reside in the
capital account, plus any additional funds collected by June 30, 2003, into a reserve account to be used specifically for
a grants program for event acquisition and/or promotion in succeeding years. Motion carried.

A motion was made by John Cox with a second by Diane Honeycutt to designate any unallocated operating fund

balance remaining on June 30, 2003 above and beyond the 8% as designated by this board as operating reserve, for
operational contingencies. Motion carried.
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FY 2004 Expenditures
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BUDGET SUMMARY

| EXPENDITURE SUMMARY BY SERVICE AREA, ALL FUNDS

Expenditures for FY 2004 total $130,046.831 a 2.35% decrease from amended FY 2003. Pursuant to the Cabarrus County
Personnel Management Policy, salaries were increased 2.0%.

The following summary beginning on page 40 provides expenditure comparisons for the fiscal years 2002-2004 for each
department, grouped by service area. The PERCENT CHANGE column indicates the percentage change in expenditures from
FY 03 to FY 04. The PERCENT OF TOTAL Column shows the percentage of total expenditures represented by each object.
Below are brief description of each service area. along with highlights of expenditures.

General Government

This service area, which accounts for $11.626.349, or 8.94% of total expenditures, provides the administrative support of
county government, as well as physical plant operations. Its responsibilities relate to the general operation of the county. and
funding is provided primarily by tax revenue. The funding level for this service area decreased 7.57%, over FY 2003. The
Board of Commissioners” budget reflects a decrease of approximately 1.31%, from the amended FY 2003, with a decrease in
Consultant and Advertising expenses. The County Manager’s budget reflects a decrease of 21.99%, over amended FY 2003
budget, constituting reductions in the Consultant and Travel expense; however, the majority of this decrease is due to the
severance package paid to the County Manager at the end of contract period (December 31, 2002). Tax Collection
department constitutes an increase of 2.80%. over the amended FY 2003, mainly in office supplies. Vehicle payments are
being accepted over the Internet via an application developed by the Cabarrus County Information Technology Department and
payment of vehicle bills can be administered via credit or debit cards. Tax Administration Department FY 2004 budget request
decreased by 8.76% over the amended FY 2003 budget. Purchased Services expenses constitutes the largest reduction because
of the FY 2003 appropriation on April 30, 2003 of the WP Ferriss revaluation contract. A FY 2003 carry forward of $185.244
will be completed in September 2004 in order to complete payment of the revaluation contract. A revaluation is currently
underway with an effective date of January 01, 2004; therefore, the new valuations will be effective in the FY 2005 budget.
Listing forms and instructions for downloading of information is available on the Internet. The Board appropriated an
additional $60,000 in FY 2003 to contract with an outside firm to conduct audits. Printing and Binding, Office Supplies and
Training and Education expenses were reduced in FY 2004. The Board of Elections budget increased 6.21% over FY 2003.
Postage expense was increased due to mailing of new identification cards to active registered voters. The Board of Elections
will conduct three elections: the election of five municipals (reimbursement cost of approximately $58.745), the Presidential
primary, and a second primary.

The Register of Deeds budget decreased 3.45% over FY 2003. Request for an additional Deputy Register of Deeds position
was denied. The department will begin imaging the vital records enabling the certification and/or copying of documents from
the computer rather than using the original books. Old land record documents will be imaged and added to the Intranet and
Internet site. Automation Enhancement funding will be used to offset Information Technology expenses for the FY 2004
budget only. The Finance Department budget decreased 32.32% from the amended FY 2003 because of a reorganization of the
department in February 2003. Salaries and benefits decreased by $81,675 with the elimination of the Deputy County Manager
positions, adding a Finance Director and a part-time Accounting Technician. The Information Services — Administration
budget decreased 0.41% constituting a decrease in the Travel and Training expense. Information Services — Systems increased
6.73% over FY 2003. Local telephone expense for county departments has been transferred to this department in FY 2004.
Maintenance and repair requests totaling $15,500 were approved in order to facilitate the repair of workstations, servers,
network equipment, peripherals and the repair of uninterruptible power supplies. Geographic Information Services
budget decreased 7.12% over amended FY 2003 budget. Office Supplies, Minor Office Equipment and Capital Outlay
expenses were reduced in FY 2004.

Grounds Maintenance budget represents a decrease of 7.74% over FY 2003. The budget appropriates maintenance and repair
expenses totaling $35,000 by outside contractors. General Services — Administration budget reflects a 9.75% decrease over FY
2003. Maintenance and repairs totaling $190,000 recommends the replacements of Jail HVAC units, carpet replacement for
the Governmental Center and repainting of office areas. repainting areas of Department of Social Services and the Cabarrus
Health Alliance due to the massive number of employees using the facilities, annual maintenance and upkeep of the many
structures (picnic shelters, boat dock, dugouts) applicable to the county parks and repairs to building and grounds. The
budget recommends a Maintenance Contingency of $50,000. The Fleet Maintenance budget represents an increase of 3.87%
over FY 2003. Service work orders have increased by approximately 15% in the last year due to additional miles driven by the
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Sheriff’s Department vehicles, additional vehicles added to the fleet. the age of the fleet, as well as increased mileage in other
department which in turn causes more preventive maintenance, extensive repairs, and an increase in paperwork.

Cultural and Recreational

This service area, which consists of Recreation (Administration) and three parks, the county-operated library in Kannapolis,
Concord, Mt. Pleasant, and Harrisburg, and The Cabarrus Arena and Events Center totaling $6,023,592 or 4.63%of total
expenditures. The Recreation Department has developed relationships with the State, local cities, and private donors for land
and other funding. Recreation Department budget reflects a 7.97% decrease over FY 2003. This budget appropriates funding
for the implementation of a criminal background screening for all volunteer coaches/youth officials in the youth athletic
programs. The FY 2004 budget reflects the elimination of paid gym supervisors for the youth basketball program totaling
$30,659. The FY 2004 budget appropriates $8,000 to assist in the transition of moving the responsibility to the local volunteer
youth athletic associations and $14,850 to conduct background screenings of all volunteer coaches. The county plans to
contract with a private firm to conduct the screenings. The cost per screening will be approximately $13.50. This budget
reflects $50,000 for Matching Incentive Grants to provide seed money for civic and community groups to construct, improve,
or acquire recreational and park facilities in Cabarrus County. A request for two additional part-time park ranger positions at
Camp Spencer Park was approved. Frank Liske Park FY 2004 increased 1.4% over FY 2003. Increase in Power/Water
account to cover new facilities such as Lake Fountains, Soccer Complex Building and Soccer Irrigation/Well/Pumps. This
budget reflects a decrease of approximately 404 hours for part-time park rangers. The County has appropriated $155.250 to the
Capital Projects Fund for Harrisburg School Park in FY 2004.

Concord Public Library represents a 3.58% decrease over FY 2003. Programs will be devised in order to digitize local history

materials and viewing will be available via the Internet. Redesign of the library website will be completed in order to update
and enhance information. Grant funding will be used at the Mt. Pleasant Library and the Harrisburg Library in order to
upgrade public computers. Shelving will be added in order to accommodate the Young Adult collection of information

The Cabarrus Arena and Events Center is a multi-use facility unique to the region.. This fund reflects a 3.50 decrease over FY

2003 budget. The FY 2004 budget includes one-time expenses totaling $152,200.This budget provides a General Fund
contribution of $898,913. The Cabarrus Arena and Events Center encompasses the following budgets in order to facilitate cost
centers applicable as follows: County Fair, Food Services, Building and Grounds Maintenance and Facility Cleaning Services
administered by the General Services Department for the facility. The County Fair budget includes a $40.500 one-time
expense to facilitate livestock panels and additional exhibit display props. This will enhance the display of vegetables,
antiques, quilts and artwork. The Food Services budget totaling $433.354 provides for the management and operations of food
and beverage services. This service is contracted and operated by Compass Group, a large multi-divisional firm headquartered
in Charlotte, North Carolina with significant resources and multiple support options. The Building and Grounds Maintenance
budget totaling $449,680 is responsible for planning, directing and providing cost-effective maintenance and repairs to the
Arena, Event Center and Gold Hall totaling 190,000 square feet. Capital Outlay requests totaling $18,000 for two utility
vehicles was approved. Maintenance and repairs requests totaling $15,000 which includes funds for purchased services such as
painting, roll up door installation and repair, major plumbing, electrical, HVAC and Structural repairs, concrete work, etc. was
approved. The General Services Department will provide cleaning for the Arena and Events Center effective July 1, 2003. A
Facility Cleaning Services budget was implemented totaling $182,500. The Cabarrus Arena and Events Center Janitorial
Supplies budget was reduced $7,500 and the Purchased Services/Cleaning Service was reduced $75,000 totaling $82,500. A
Cabarrus County Convention and Visitors Bureau contribution of $100.000 will help offset operating expenses.

Public Safety

This area consists of departments that provide law enforcement and other services to protect the lives and property of the
residents of Cabarrus County, as well as ensure safety in the construction of buildings. Also, animal control, courts, Public
Safety Service Department which includes building inspections, emergency management, emergency medical services are
found in this area, which accounts for 11.78% of total expenditures, or $15,322.244. The Sheriff’s budget provides capital
outlay purchases of 8 patrol cars totaling $168,000. The Jail budget represents a 5.85% increase over FY 2003. Aramark
administers the food service confract reflects an increase of $55,183 (CPI increase of 2.3%) and due to inmate daily population
increasing. Southern Health Partners contract providing inmate medical health services was increased $24.516 due to an
increase in inmate average daily population. Purchased services expense provides $30,000 to provide housing of overcrowded
inmates once the general population of 220 inmates is reached. The Animal Control Budget includes an appropriation of
$25,00 for a 4 X 4 replacement truck. The Courts Building Maintenance budget provides for miscellaneous repainting,
elevator jack replacement, and a maintenance contingency.
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Public Safety Services Department encompasses building inspections, emergency management, and emergency medical
services areas of the budget. Building Inspections budget increased 2.95% over FY 2003. The department will implement the
installation of new software programs for the Mobile Highway Internet Service and explore possibilities to use laptop
computers in the field to speed inspections and recording processes. Public Safety Services budget decreased 10.14% over FY
2003. Minor Office Equipment expenses and contributions to the volunteer fire districts were reduced. Emergency Medical
Services budget increased 2.19% over FY 2003 budget. The FY 2004 budget appropriated $50,000 for a F350 Type III
ambulance remount and an additional $15.000 was approved to purchase new software applicable to the outsourcing of billing
and collections of ambulance charges.

Economic and Physical Development

The programs in this service area provide for the orderly planning of growth and development in Cabarrus County. Funding of
this service area equals 7.04% of total expenditures, or $9,148,907. Effective July 1, 2003, the Cabarrus County Convention
and Visitors Bureau budget totaling $1,052,107 is reflected. The Tourism budget (operations and reserve) reflects a 46.62%
decrease over the amended FY 2003. The CVB is a separate entity; however, legislation is mandated for its creation and
approval of the annual budget. The Tourism Authority (CVB) is Cabarrus County’s marketing organization. The Authority
plans to place a greater emphasis on sports marketing and work to attract more sporting events and tournaments. FY 2004
budget proposes a one-cent increase in Occupancy Tax rate from the current rate of $.05 to $.06. The CVB allocated $750.000
in FY 2003 of reserve monies to provide improvements at the Cabarrus Arena and Events Center. The FY 2004 budget
provides a $100,000 contribution to the Cabarrus Arena and Events Center to offset the Facility Cleaning Services budget.

The Planning Services budget represents a 2.95% decrease over FY 2003. A fee structure applicable to the planning and
zoning review fees was implemented and Consultant expense was increased $5,000. Transportation budget includes funding
for Medicaid transportation mandated by Title XIX of the Social Security Act, which directs the county to provide
transportation for medical care for Medicaid eligible recipients who have no other means of transportation to access this care.
This budget approves funding for eight replacement vans totaling $287.500. Ninety percent (90%) of the transportation
services provided from this budget are Medicaid reimbursable at the rate of approximately 64%. Cabarrus County match is
approximately $28,750. The revenue is handled as a negative adjustment to the county’s monthly Medicaid site draft. The
cwrrent part-time Community Development Office Assistant position was changed to a full time position in order to utilize
funding from the NCDOT-PTD grant, which will provide an 85% funding for the position’s total cost. The full time position
will be expensed 50% Transportation and 50% Community Development. Transportation revenues will offset the full time
position. The HOME program will require a match of approximately $31,500. Erosion Control reflects a 5.49% increase over
FY 2003. Zoning Administration budget reflects a 4.94% increase over FY 2003. Uniform expense was increased $800.
Another component of this area is the Economic Development Incentives program that gives grants back to businesses for
industrial and commercial development in Cabarrus County. Financial incentives totaling $5.4 million are budgeted to several
firms that have constructed or expanded facilities in the county. Economic Development Incentives budget decreased 15.10
from the amended FY 2003. The largest FY 2004 incentive grants are Concord Mills totaling of $2.8 million and Corning of
$2 million.

Human Services

Human Services includes the programs that contribute to the individual needs of citizens in the areas of veterans benefits, home
economics and agriculture, mental health, welfare, aging department activities. Largely supported by state and federal funds,
many of these programs are mandated by the state and federal governments. Expenditures in Human Services represent
23.38% of total expenditures. It is the second largest service area in terms of expenses. FY 2004 expenditures are
$30.400.,933; a 7.18% increase over amended FY 2003. The Veterans Service area reflects a decrease in office supplies
expenses. Cooperative Extension reflects a decrease of salaries and benefits expense constituting a reduction of 13.05% over
the amended FY 2003 budget. Positions were reallocated because of state funding and retirements within the department. The
School Age Grant revenue and Tools and Minor Equipment expense was increased $15,000. This grant creates a new summer
School Age Care Program for 35 youths at the Elite Child Development Center. The state authorized this grant on May 23,
2003. Mental Health funding provides a 2.44% increase over amended FY 03 due to the increase in population.

The Department of Social Services Administration budget increased 8.05% over amended FY 2003 budget. Reorganization of
the Adult Services budget occurred in the FY 2004 budget. Adult Services budget is no longer necessary and maintaining this
budget will impair the agency’s ability to effectively monitor expenses and revenues. Fifteen positions within the Adult
Services budget were transferred to Economic Services. This transfer will have a neutral impact. The Department will
continue to focus on managing and maximizing revenues through effective use of organizational structure and procedures.
Medicaid Assistance was recommended at $5.9 million, a 8.3% increase over amended FY 2003. The FY 2004 budget reflects
a decrease from the State’s estimate of $6,118,417 of providing these services to the residents of the county. The Economic
Services budget request for two full time Income Maintenance Caseworker II positions was denied. A Spanish Interpreter in
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the Economic Services Division was approved at a 50% (part-time) position. One In-Home Aide Coordinator in the CAP
Program was approved. Fees generated from the Medicaid Program will support this expense. This position is needed to
provide supervision of the additional 51 CAP (Community Alternatives Program) positions awarded to Cabarrus County in
2003. This budget provides a rate increase $.25 an hour for certified and $.20 an hour non-certified CAP workers. Child
Welfare revenues and expenditures were increased $55,000 to facilitate a contract with Community Link to perform Home
Studies. Child Day Care budget increased 4.7% over FY 03 amended budget; however, 100% funding is provided by
federal/state agencies. On May 29, 2003, the Board authorized a contract with Millennium, Inc. of Charlotte, N. C. for the
outsourcing of reception, file room, and mail handling functions for the Department of Social Services effective September 1,
2003. Advantages of this outsourcing include the assurance of enhanced operational performance, as the contractor specialized
in these office operation and uses up-to-date technologies. The department will acquire, as part of the contractual arrangement,
use of (bar code) recording tracking software. Neutral effect applicable to revenue and expenditures. Department of Aging
budget reflects an increase of 2.35% over FY 2003. . The Nutrition Title IIT budget reflects a 2.7% decrease over FY 2003.
Food expenses decreased approximately 3.4% over FY 2003.

Environmental Protection

Environmental quality and safety are provided by the programs in this service area which consists of the soil and water
conservation and the sanitary landfill/recycling division.  Accounting for $981.623, or .75% of total expenditures, all three
annually budgeted accounting activities are represented in this service area, with the bulk of revenues provided through fees for
service. The Watershed Improvements budget provides funding for restoration of stream channels. The Solid Waste
Management (Landfill) budget totaling $767,322 provides for the construction and demolition debris disposal and a
convenience center to accept household waste. The recycling division provides recycling drop-off centers at three locations. A
replacement service truck chassis totaling $30.000 was approved. Maintenance and repair totaling $2,000 was approved to
refurbish tool body.

Education/School Debt

Education is the largest service area in terms of its portion of total expenditures; accounting for 36.67%. or $47.692.861, this
area includes funding for the two public school systems in Cabarrus County and Rowan-Cabarrus Community College.
Exclusively tax revenues provide funding for public education current expense and capital outlay. Educational funding for
schools: Current Expense funding is based on the FY 2003 ADM per pupil allocation of $961.11 provides an increase in
funding applicable to the growth in the number of students per the state’s enrollment estimates. Current expense funding for
the Cabarrus County Schools is $20,909,643 (increased ADM of 831 students), a 4% increase over FY 2003. Kannapolis City
Schools current expense funding is $3,160,396 (decreased ADM of 115 students), a 3.4% decrease over FY 2003. In FY 2000,
the Board of County Commissioners, Cabarrus County Board of Education and the Kannapolis City Board of Education to
provide building maintenance, grounds maintenance, executed a formal agreement and fiber optic cabling based on ADM
funding. Cabarrus County Schools will receive building maintenance funding of $4,090,076 and grounds maintenance of
$ 819,538 based on 86.87% of ADM funding. The Kannapolis City Schools will receive building maintenance funding of
$618.196 and grounds maintenance of $123,869 based on 13.13% of ADM funding. Capital Outlay funding of $1,326,000 and
start-up costs for the administrative complex of $150,000 has been appropriated.

Rowan Cabarrus Community College provides funding totaling $815,940 includes operational costs of $642,703 for local
facilities representing a 26.2% increase over amended FY 2003. Current expense funding provides $12.648 security support for
the Glenn Center, lease and renovations costs associated with expanding RCCC Cosmetology Program located at the
Cloverleaf facility in the total amount of $160,589.

School Debt Service principal and interest payments totaling $ 15,540,515, or 11.95% of total expenditures. Financing for the
replacement for Bethel Elementary, a new elementary school on Pitts School Road, a new middle school in Kannapolis,
additions to two elementary schools in Kannapolis and school-park athletic facilities at each will be issued in July 2003 of
approximately $45 million. Debt Service will be delayed one year by capitalizing the interest; therefore, the budgetary impact
will be in the FY 2005 budget. The new Bethel Elementary School will open in August 2004. The additional two schools will
open in August 2005.

Other Programs

This area includes many programs that are not related to any particular department or service area. Total expenditures equal
$5,898.302 or 4.54% of total spending. Programs in this service include Non-Departmental, Capital Improvement Projects,
Contributions to Other Funds, and Contributions to Other Agencies. Funding for this service area decreased approximately
29.15% over the amended FY 2003. Capital Improvement Projects of $100,000 and greater was not funded in the FY 2004
budget.

38



Some of the expenditures in the Non-Departmental program are transferred to other programs throughout the year (e.g., merit
salary adjustments and contingency). The Board suspended development increases and merit increases in the FY 2004 budget
in January 2003. Other Benefits expense totaling $367,099 provides for the appropriation of hospitalization and life insurance
expense for approximately 73 retirees. Fifteen (15) Cabarrus County employees retired from January 1, 2003 through June 30,
2003. Unemployment Compensation appropriation of $65,000 did not change over the FY 2003 budget. Commissioners’
Contingency remained at $250,000 the same as FY 2003.

Contribution to Other Funds amounts to approximately $4.7 million. The largest contribution amounting to approximate $3.4
million in order to provide funding for the Cabarrus Health Alliance. The Board appropriated additional funding of $10.762
for the West Nile Virus. County financial support follows previous commitments to fund CHA through per capita adjustments
based on population growth. CHA provides community health services to all county residents. Also, a contribution of
$155,250 to the Capital Projects Fund for Harrisburg School Park was appropriated. A contribution of $898.913 to the
Cabarrus Arena and Events Center for operations of the facility has been budgeted. Also included is the mandated funding of
the Pension Trust Fund of $195.574.

Other Debt Service

This area funds principal and interest charges on county debt other than schools incurred on bonds and installment purchases
for construction projects and equipment and is contained in the General Fund. Construction projects include the Coddle Creek
reservoir, equipment and Rowan Cabarrus Community College, and the FY 2002 Certificates of Participation issue for the
Cabarrus Arena and Events Center facility. This service area accounts for 2.27%, or $2,952,020, of total expenditures. School
debt service is accounted for in the Education Section and amounts to $15.540,515 in the FY 2004 budget. Other debt
service plus school debt service accounts for 14.22% of total expenditures.

The County’s current debt obligations at July 1, 2003 are approximately $147 million. The County’s debt per capita using an
estimated population of 139,811 would be $1051.
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SUMMARY OF EXPENDITURES BY SERVICE AREA

ALL FUNDS
Actual Amended|Board Adopted| Percent|Percent of
FY 02 FY 03 FY 04] Change Total
General Government
Board of Commissioners 316.649 444 375 438.540 -1.31% 0.34%
County Manager 355,030 476.001 371,329 -21.99% 0.29%
Human Resources 264,033 299,051 295,955 -1.04% 0.23%
Revenue Collections 708.157 720,274 740,451 2.80% 0.57%
Tax Administration 1,382,469 1.972,189 1.799.429 -8.76% 1.38%
Board of Elections 309,058 470,644 499,892 6.21% 0.38%
Register of Deeds 642,770 743,072 717,401 -3.45% 0.55%
Finance 912.410 1,168,981 791,167 -32.32% 0.61%
Information Services - Administration 682,063 777.435 774,270 -0.41% 0.60%
Information Services - Systems 959,688 1,032,584 1,102,127 6.73% 0.85%
Geographic Information Services 237.632 345,789 321,164 -7.12% 0.25%
Grounds Maintenance 713,607 844,563 779,230 -7.74% 0.60%
General Services Administration 2.748.724 3.048.867 2,751,730 -9.75% 2.12%
Fleet Maintenance 241.444 234,589 243,664 3.87% 0.19%
TOTAL 10,473,734 12,578,414 11,626,349 -7.57% 8.94%
Cultural & Recreational
Cannon Memorial Library 2.319.156 2,304,292 2,221,707 -3.58% 1.71%
Recreation Administration/Parks 1,079,091 1,157,027 1,064,766 -7.97% 0.82%
Cabarrus Arena & Events Center 375,586 2,836,396 2,737,119 -3.50% 2.10%
TOTAL 3,773,833 6,297,715 6,023,592 -4.35% 4.63%
Public Safety
County Sheriff 5,896,627 6,525,658 6,471,529 -0.83% 4.98%
Jail 2,727,438 2.735.371 2.895,510 5.85% 2.23%
Animal Control 537,550 585.664 587,515 0.32% 0.45%
Courts 240,110 336,212 240,923 -28.34% 0.19%
Building Inspections 1,360,473 1,055,699 1,086,804 2.95% 0.84%
Public Safety Services 238.253 522,449 469,465 -10.14% 0.36%
Emergency Medical Services 3,515,121 3.493.853 3.570.498 2.19% 2.75%
TOTAL 14,515,572 15,254,906 15,322,244 0.44%]| 11.78%
Economic & Physical Development
Cabarrus County Convention
and Vistors Bureau* 468,001 1.970.867 1.052,107 -46.62% 0.81%
Planning Services 465,093 431,174 418,436 -2.95% 0.32%
Transportation 1,111,861 1,642,025 1.679,522 2.28% 1.29%
Community Development 0 220,933 216,624 -1.95% 0.17%
Erosion Control 0 168.318 177,566 5.49% 0.14%
Zoning Administration 251.882 155.342 163,014 4.94% 0.13%
Economic Development Incentive 5.390,780 6,409,195 5.441.638 -15.10% 4.18%
TOTAL 7,687,616 10,997,854 9,148,907 | -16.81% 7.04%
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Actual Amended|Board Adopted| Percent|Percent of
FY 02 FY 03 FY 04] Change Total
Human Services
Veterans Service 120,563 127.647 125,860 -1.40% 0.10%
Cooperative Extension Service 472,084 543,598 472,647 -13.05% 0.36%
Mental Health 849,265 880,949 902,446 2.44% 0.69%
Social Services 25.487.465 25,552,952 27,609,887 8.05%| 21.23%
Aging 1,286,368 1,260,415 1,290,093 2.35% 0.99%
TOTAL 28,215,744 28,365,561 30,400,933 7.18%| 23.38%
Environmental Protection
SWCD-Watershed 166,077 225,285 214,301 -4.88% 0.16%
Solid Waste Management/Recycling Divisio 1,075,251 1,255,654 767,322 -39% 0.59%
TOTAL 1,241,328 1,480,939 981,623 | -33.72% 0.75%
Education/School Debt
Schools, Current Expense 28.050.872 29,519,149 30,537.658 3.45%| 23.48%
Schools, Capital Outlay 3.496,235 895,900 1,614,688 80.23% 1.24%
School Debt/Principal and Interest 15,795,709 16,037,065 15,540,515 -3.10%] 11.95%
TOTAL 47,342,816 46,452,114 47,692,861 2.67%| 36.67%
Other Programs
Non-Departmental 198,378 528,498 702,099 32.85% 0.54%
Capital Improvement Projects 1,058,376 2,392,525 0] -100.00% 0.00%
Contributions to Other Funds 16,146,829 5,667,187 4,785,703 -15.55% 3.68%
Contributions to Other Agencies 424,288 1.309.021 1.309.413 0.03% 1.01%
SUB TOTAL 17,827,871 9,897,231 6,797,215 | -31.32% 5.23%
Less: Inter Fund Transfer** (1,571,756) (898,913)] -42.81%
TOTAL 17,827,871 8,325,475 5,898,302 | -29.15% 4.54%
Other Debt Service
Principal and Interest 2.049.863 3,420,896 2,952,020 -13.71% 2.27%
TOTAL 2,049,863 3,420,896 2,952,020 | -13.71% 2.27%
GRAND TOTAL 133,128,376 133,173,874 130,046,831 -2.35%| 100.00%

* Separate Authority enabled by N. C. General Assembly HB 813:Chapter 658 of the 1989 Sessions Laws
** Confribution to Cabarrus Arena & Events Center Special Revenue Fund from the General Fund
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