MINUTES OF MEETING OF THE
CITY COUNCIL OF THE CITY OF SANFORD
SANFORD, NORTH CAROLINA

The City Council met at the Sanford Municipal Center, 225 E. Weatherspoon Street, on
Tuesday, May 16, 2006, at 7:00 P.M. The following people were present:

Mayor Cornelia P. Olive Council Member Linwood S. Mann, Sr.
Mayor Pro Tem Walter H. McNeil, Jr. Council Member James G. Williams
Council Member Dan Harrington Council Member Joseph Martin
Council Member Mike Stone Council Member Steve Brewer

City Manager Leonard Barefoot City Attorney Susan C. Patterson

City Clerk Bonnie D. White

Mayor Olive called the meeting to order. Council Member Joseph Martin delivered the
invocation.

APPROVAL OF AGENDA
On motion of Mayor Pro Tem Walter McNeil, Jr., seconded by Council Member Mike
Stone, the agenda was approved.

CONSENT AGENDA

City Manager Leonard Barefoot requested that a proclamation honoring Steve Jones,
which was read at the Law and Finance Committee meeting, be included in the Consent Agenda
by reference.

Approval of May 2, 2006, City Council Minutes - (Filed in Minute Book 65)

The below listed items were discussed in detail at the Law and Finance Committee meeting on
May 10, 2006.

Approval of Proclamation Honoring Steve Jones — (Exhibit A)
Proclamation honors Steve Jones for his induction into the North Carolina Sports Hall of
Fame on May 11, 2006.

Approval of Utility Audit Contracts to Robert S. Segal, CPA PA — (Exhibit B)

Utility Audit Contract was awarded to Robert S. Segal, CPA PA, to perform a utility
audit of the city’s utility revenues and expenses which includes utility franchise tax and
expenditures such as telecommunications, wireless phones, electricity, and natural gas. The fee
is $.45 per dollar saved.

Utility Audit Contract was awarded to Robert S. Segal, CPA PA, to perform an audit of
the city’s revenues received by the City as well as other expenditures paid by the city. A few
examples of revenues to analyze are sales tax, cable franchise fees, and debt setoff.
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Expenditures to analyze are copy services, gasoline and diesel, and maintenance supplies. The
fee is $.50 per dollar saved.

Approval of Authorization to Pursue Legislation to Increase Parking Fines — (Exhibit C)
Approval was given to submit a bill to the General Assembly requesting authorization for
the City of Sanford to raise its parking fines from $5 up to $50.

The amended consent agenda items were approved upon motion of Council Member
Joseph Martin. Seconded by Council Member Mike Stone, the motion carried unanimously.

CASES FOR PUBLIC HEARING: held jointly with the Planning Board.

Petition by Wilson & Reives, PLLC, - to rezone 0.27 +/- an acre from the current City of Sanford
Residential (R-12) district to Office & Institutional (O&I) district. The property requested for
rezoning is located at 403 Courtland Drive and is the same as depicted on Tax Map 9652.13, Tax
Parcel 9652-14-1247-00, Lee County Land Records Office. - (Exhibit D)

Assistant Community Development Director Marshall Downey explained that the
applicant is William T. Wilson, Jr., representing Wilson & Reives. The property requested for
rezoning consists of one parcel that equals approximately 0.27 acre.  The parcel currently
contains one unoccupied, single-family dwelling structure.  The petitioner indicates that the
purpose of the rezoning is to allow for additional space for greater design and expansion of an
office area on that site. The property adjacent to the north and east are owned by the applicant.
The petitioners are planning an expansion to their offices at 1502 Woodland Avenue. The
expansion will include new parking at 1506 Woodland Avenue, where the existing structure will
be demolished.

Mr. Downey stated the majority of adjoining parcels that have frontage along Woodland
Avenue are zoned Office and Institutional and include a mix of offices and personal service
businesses. To the south along Courtland Drive and Goldston and Birch Streets, the properties
are zoned residential, and the predominant land use is single-family residential.

The subject property has access to city water and city sewer. The property is not located
within a designated watershed or within an established 100-year floodplain. The property is not
located within a Historic District.

Mr. Downey stated that there is no available traffic count for Courtland Avenue in the
immediate vicinity; however, the 2003 Average Daily Traffic Count just north of this site is
12,000.

The petitioner is proposing to rezone the tract from Residential Mixed (R-12) to Office
and Institutional (O&lI) district. O&I District is intended to provide for agencies and offices
rendering specialized services and traditional institutional functions (both public and private)
including, but not limited to, governmental facilities, cultural and recreational facilities,
educational facilities, and charitable institutions.  There is no minimum lot size in the O&I
district, but there is a minimum lot width of 50 feet.  Buildings in the O&I district must be
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located 10 feet from all public street rights-of-way with zero setbacks along the side and rear
property lines.

The 2020 Land Use Plan Map has not identified this property for any particular
development. When considering the zoning of this property, current development trends and the
surrounding zoning of the neighborhood should be considered.

Staff recommends that the Planning Board support the petition to rezone from Residential
(R-12) to Office and Institutional (O&I) district. ~ This recommendation is based on the
availability of public utilities and the proximity of existing office and institutional development
along the Woodland Avenue corridor. However, information as presented at the public hearing
may provide additional information that should be considered regarding a final decision on the
requested zoning map amendment.

Mayor Olive opened the public hearing. Bill Wilson spoke in favor of the petition. He
said the property adjoins their present office. They need the property rezoned for expansion
purposes. He said that it would not disturb the neighborhood, and he asks for council’s support
in rezoning.

No one spoke in opposition. Mayor Olive closed the public hearing.

Petition by Charles J. Rice - to rezone 5.39 +/- acre from the current City of Sanford Light
Industrial (LI) district to Heavy Industrial (HI) district. The property requested for rezoning is
located at 308 and 400 Goldsboro Avenue and is the same as depicted on Tax Map 9642.08, Tax
Parcels 9642-98-9253-00 and 9642-98-6282-00, Lee County Land Records Office.- (Exhibit E)

Assistant Community Development Director Marshall Downey explained that the
applicant is Charles J. Rice, and the owner is Hercules Steel Company, Inc.  The request is to
rezone from Light Industrial (LI) to Heavy Industrial (HI).  The location of the property
proposed for rezoning is 308 and 400 Goldsboro Avenue. Mr. Downey gave the adjacent
zonings of the surrounding properties.

Mr. Downey stated the property requested for rezoning consists of two tracts that total
5.39 acres. The two parcels are split by an unopened right-of-way/road; it would be a further
extension of Fourth Street if opened. The triangular-shaped, westernmost parcel contains two
industrial structures; while the larger, square-shaped parcel contains one large industrial
structure.

Mr. Downey advised that the petitioner indicates the request for Heavy Industrial (HI)
zoning is to allow for manufacturing of bio-diesel fuel, a non-petroleum alternative fuel
produced from vegetable or meat oils (a common source being the reuse of waste vegetable oils
from restaurants).  Although the petitioner indicates a specific use for the subject property, if
rezoned to Heavy Industrial (HI), any use as allowed in the Heavy Industrial (HI) district would
be permitted.
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Each of the parcels have no direct adjoining private properties as they abut either public
street rights-of-way, railroad rights-of-way, or unopened street rights-of-ways. All adjoining
properties that are located immediately across each of these rights-of-way are zoned Light
Industrial.

Mr. Downey explained the property has access to city water and city sewer. The
property is not located within a designated watershed or within an established 100-year
floodplain. The property is not located within a Historic District. There is no available traffic
count data for Goldsboro Avenue or Fifth Street. There is a 2004 Average Daily Traffic Count
of 4,500 for Third Street in this vicinity. Goldsboro Avenue and Fifth Street are city maintained
streets.

The tract is currently zoned Light Industrial (LI). The Light Industrial (LI) district is
intended to provide for areas that contain a mix of light manufacturing uses, office park, and
limited retail and service uses that service the industrial uses in an attractive business park setting
with proper screening and buffering, all compatible with adjoining uses. There is no minimum
lot size for the Light Industrial (LI) district. The minimum lot width is 80 feet. Buildings in the
district must be located 10 feet from all public street rights-of-way and the interior and side yard
setbacks are dictated by buffer yards. In this particular case, since it is surrounded by rights-of-
way, it will essentially be a 10-foot setback all the way around.

The petitioner is requesting to rezone to Heavy Industrial (HI). The Heavy Industrial
(HI) district is established to provide for areas of heavy manufacturing, concentrated fabrication,
manufacturing, and industrial uses which are suitable based upon adjacent land uses, access to
transportation and the availability of public services and facilities. It is the intent of this district
to provide an environment for industries that is unencumbered by nearby residential or
commercial development. Heavy Industrial (HI) should be located in areas where conflicts with
other uses can be minimized to promote orderly transitions and buffers between uses. The
Heavy Industrial (HI) district is established in order to provide sites for activities which involve
major transportation terminals, and manufacturing facilities that have a greater impact on the
surrounding area than industries found in the Light Industrial (L1) district. Heavy Industrial (HI)
districts should not be located adjacent to any property that is zoned for residential use, including
mixed-use developments. Heavy Industrial (HI) zones should be restricted so as to have direct
access to or within proximity of a major or minor thoroughfare. Per the 1994 Thoroughfare
Plan, the adjoining Third Street is considered to be a major thoroughfare. Similar to the
existing Light Industrial (LI) district, there is no minimum lot size and the same setbacks and
minimum lot width would apply.

Mr. Downey stated that the 2020 Land Use Plan Map has not identified this property for
any particular development. When considering the zoning of this property, current development
trends and the surrounding zoning of the neighborhood should be considered.

Staff recommends that the Planning Board support the petition to rezone from Light
Industrial (LI1) to Heavy Industrial (HI) district. ~ This recommendation is based on the
availability of public utilities, the proximity of the site to Third Street (a major thoroughfare),
and the existing industrial development in the area. However, information presented at the
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public hearing may provide additional information that should be considered regarding a final
decision on the requested zoning map amendment.

Mayor Olive opened the public hearing. Charles Rice, petitioner, spoke in favor of the
petition. He displayed a sample of the product they plan to produce, a bio-diesel fuel made from
peanut oil. The result is a fatty-acid, methyl-ester. They take a vegetable oil and take one form
of alcohol out and replace it with another. In order to do this in the City of Sanford, they have to
be in a Heavy Industrial district. The site they are petitioning for is one of two places they are
potentially going to purchase and establish the facility. Their intent is to produce 12 to 30
millions gallons each year. In North Carolina, there are four facilities already currently running
which are Mount Olive — producing 30 million gallons; Raleigh — 1 million gallons; Siler
City/Pittsboro — 1 million gallons; and Asheville — 1 million gallons.  The United States
currently consumes 63 billion gallons of diesel-like fuels each year. Their intent is to explore
further means of producing even more.  They would like for the City to cooperate in helping
them rezone this site to get started.

Mayor Olive asked what they do with the production waste. Mr. Rice replied that when
you start off with waste vegetable oil, you will have some contaminants in the way of solids.
The solids are particular foods that get in the waste vegetable grease, and that one waste will be
reburned in order to produce the heat and temperature they need; so the only thing you have from
that is ash. The other by-product is glycerin. If they have their way and are pretty sure they can
do it, they will have 98 percent pure glycerin, which is used in many medicinal uses as well as
soap manufacturing.  Other than the possible use of a catalyst, which is a by-product of salt and
glycerin, there really is no waste; they are all reusable and sellable products.

Council Member Brewer asked Mr. Downey if this use can be accomplished by going
with a conditional use instead of rezoning the site to Heavy Industrial (HI) district. Mr. Brewer
said that once rezoned to Heavy Industrial (HI), Council will not have any control over what
goes in that site in the future. Mr. Downey replied yes; conditional zoning would be an option
to any particular site. Mr. Brewer asked Mr. Rice if he would feel comfortable with conditional
zoning. Mr. Rice replied that the conditional use they would look for is fuel manufacturing
because besides bio-diesel, there are other things that they would like to consider making such as
ethanol which could be used instead of methanol. ~ Methanol is a more volatile form of alcohol
they use to make bio-diesel, but the preferred method is to use ethanol. If they could make that
on the same site they would be happy, but a conditional use to make fuels, reusable, renewable,
bio-fuels is all they are looking for.

Council Member Williams asked Mr. Rice if there would be any contaminants in the air
such as smoke. Mr. Rice replied that in order to process vegetable oils, the only thing you need
to do that offers anything in the way of air contamination is to burn things, and the exhaust from
the burning of glycerin is almost pure CO,. The nice thing about bio-fuel is that the product is
grown from peanuts. It consumed a considerable amount of CO; to be made. When you burn it,
you put CO; back into the atmosphere. So when you use bio-fuel, your net reduction and
pollution of fuel consumption is 80 percent. They are not going to put anything into the
atmosphere that is not already being consumed by the vegetables; no air contaminants at all
except for what is already there.
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Council Member Harrington asked Mr. Rice if he would be using rail for their shipments
because it goes right by the site.  Mr. Rice replied that they would love to. There is an old spur
that comes off of Third Street and the rail track comes across the small triangular piece of
property and backs off on the second tract of property; it is currently buried under mud. Mr.
Rice said they are talking with the railway about reopening the spur. The disadvantage to using
railcars is they are slow, so getting methanol to the coast would be slow.  The advantage to
using railcar is that they are not on the highway, and it is six times safer due to containment. If
they use a 30,000 gallon railcar to bring methanol in, it is much safer.

Mr. Rice stated that if he were a council member, he would be asking about methanol.
Mayor Olive asked Mr. Rice to go ahead and explain methanol. ~ Mr. Rice said that he and
Assistant Fire Chief Hayden Lutterloh have talked and methanol is the only thing that is a
concern to the city. Alcohols come in several forms. The one they would use the most to make
bio-diesel is methanol. Methanol starts to evaporate around 50 degrees and boils at 165 degrees.
There have been some methanol accidents on the east coast; most of the time because of the way
they are located. They have to be very careful because a small arc can start a large fire. Any
kind of vapors coming off of the tanks is a potential hazard. All those things have to be
contained in advance; you cannot wait until afterward. One bio-fuel plant did burn in
Bakersfield, California.  There are inherent dangers. The concept is whether they are well
trained enough to manage them and whether they can manage them when and if they happen. It
is something council should take into consideration.  The proposed site is buffered from
everybody else and any potential fire would be completely contained in the plant. They are not
going to put tanks of methanol in the plant; all the tanks will be outside.  So anything that
potentially could happen will be outside. They intend to work closely with the city to make sure
they do not have potential hazards from methanol. The reason he mentioned ethanol is that
ethanol boils at 180 degrees. It is much safer to use. The difference is if you put diesel fuel in
your car; it will start to get cloudy at about 30 degrees; depending on whether it is petro-diesel or
this type.  If you use an ethanol-based bio-diesel, it will start clouding at 40 degrees. As they
learn to use ethanol better and get a better cloud point out of it, they will probably convert over
to a much safer alcohol to use.

Mr. Rice said their goal is to produce 30 million gallons in two to three years. Phase I is
to produce 1 million gallons which is about 4,000 gallons per day. Phase Il will be 12 million
gallons, which they hope to reach within one to two years. Mr. Barefoot asked if the majority of
the product had to be brought in by trucks and if he has a count on how many trucks would be
going in and out.  Mr. Rice said methanol occupies 10 percent of the volume he displayed in a
pint jar. If they handle 30 million gallons, they will have handle 3 million gallons of methanol
or ethanol; if they were to handle it in railcars, it would amount to a railcar every other day.
They would have to have six to ten railcars in process. At the current goal of 12 million
gallons, they would be using two to three truckloads of methanol a week; amounting to six to
twelve trucks each day carrying vegetable oil, diesel fuel being delivered, and methanol being
delivered. Mr. Barefoot said that north and south of the site are residential neighborhoods. Mr.
Rice said it is a serious concern for everybody. The reason Benchmark is interested in this site
is it allows a large buffer around the perimeter; they do not need that much of the site. Mr. Rice
said eventually they will have to use soy and corn oil and possibly fish oil.
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Mayor Olive asked if the Fire Chief or Assistant Fire Chief would like to address this
issue. Assistant Fire Chief Hayden Lutterloh said there are inherent hazards as there are with
any fuel in any particular site when you speak in terms of gallons, barrels, and tanks. Any site
producing fuels is an inherent hazard because there is the possibility of leakage and failure of
mechanical devices. Current code allows the Fire Department to regulate and watch over these
particular productions, storage, and importing and exporting of materials.  The processes that
would be utilized are of a very high grade; there are a lot of protections set in as far as fire
protection and explosion protection; onsite production will already be built in to most of the
materials that will be there. The largest on-site hazard would be transportation. Rail car would
be a safer means of transportation. Mr. Barefoot said that if the product is to be used in Lee
County and adjacent counties, the greater likelihood is that it would not be by rail. Assistant
Chief Lutterloh replied that is true for export purposes. The process itself is very advanced now;
he would not say they could not have a problem. There is no way at this point to say what
would transpire.  Assistant Chief Lutterloh said he agreed with some of the concerns stated by
the council that it is in close proximity to a residential area.

Council Member Martin asked about the water pressure at the site. Mr. Lutterloh said he
did not know and would have to find out. ~ Mr. McNeil asked if there is any more danger in
transporting this fuel compared to regular gas or diesel fuel to a gas station. Mr. Lutterloh
replied no; transportation at that point would be no different than any other fuels being delivered
on the streets.

Mr. Rice addressed the threat of fire and alcohol. He said the diesel fuel they are
working with has a lower flash point than petro-diesel or dyno-diesel. It will burn less often.
They use secondary containment in everything they do.  Secondary containment is mandatory.
There are many facilities that do not put it in even though they are supposed to. Secondary
containment requires that under any vessel you have, you have at least the capacity of that vessel
to catch anything that might spill. The real concern is methanol. If methanol spills and gets into
the water table, it does not evaporate under ground. You have to have it in secondary
containment. If it burns above ground, it does not create a fume hazard either. It burns very
clean; you cannot even see the flame. Methanol is used in many vehicles because it is such a
clean burning flame. If they had a methanol fire, it would be contained within the secondary
containment; it would be directly above the tank, and it would not contaminate anybody around
it. If a spill, a ruptured vessel, pipe, or pump occurred, they would all be in secondary
containment. So the fire hazard would be if they had a methanol mixed with diesel fuel that was
reacted, it could burn.  Water is a good suppressant for the methanol; it would dilute the
methanol and take the flash point away and put it right out. However, you would not want
water running into the streams with methanol in it. They have to have fire suppression,
secondary containment and methanol containment.  The methanol tanks will be covered from
above and below.

Council Member Harrington asked what the tanks would be constructed of.  Mr. Rice
said that for this particular fuel, it is not corrosive. You can make it out of plastic or whatever is
constructionally sound.  Their goal is to use stainless because it offers the least amount of
contamination. They prefer to use a stainless steel jacketed holding tank. They prefer 10,000
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gallon tanks and up; however, since they are just starting, they will not be able to afford 10,000
gallon tanks for six to ten months.

No one spoke in opposition. The public hearing was closed.
The Planning Board retired to the West End Conference Room.

REGULAR AGENDA
Consider Ordinance Establishing Two-Hour Parking on a Portion of East Main Street in the
Jonesboro Section of the City of Sanford — (Exhibit F)

City Engineer Vic Czar advised the ordinance establishes two-hour parking along both
sides of NC 78 (East Main Street) in Jonesboro from 200 feet west of the intersection of
Dalrymple Street and 200 feet east of the intersection of Lee Avenue, Monday through Saturday
from 8:00 A.M. to 6:00 P.M.

Council Member Steve Brewer made the motion to adopt the Ordinance Establishing
Two-Hour Parking on a Portion of East Main Street in the Jonesboro Section of the City of
Sanford. Seconded by Mayor Pro Tem Walter McNeil, Jr., the motion carried unanimously.

Consider Resolution in Support of Dividing the Eleventh Judicial District - (Exhibit G)

City Manager Leonard Barefoot stated the resolution was discussed at the Law and
Finance Committee meeting on May 10 in great detail. Council has had other discussions
regarding an interest in dividing the Eleventh Judicial District, and discussions led to this
resolution requesting the General Assembly to split the district and get support from other local
government entities.  Mayor Olive said that in the resolution she would like to be sure that
District Attorney was included in paragraph four. She asked for the consensus of Council to
send a copy of this resolution to the Lee County Commissioners, members of our legislative
delegation, and to the town boards in Harnett County and to the Town of Broadway.  Council
was in agreement with the request.

Council Member Linwood Mann made the motion to adopt the Resolution in Support of
Dividing the Eleventh Judicial District. Seconded by Council Member Steve Brewer, the
motion carried unanimously.

Consider Presentation of Proposed Budget for Fiscal Year 2006-2007 — (Exhibit H)

City Manager Leonard Barefoot presented the highlights of the proposed budget for
Fiscal Year 2006-2007. He said the revenues have not kept pace with the demand and
increased costs for providing services to our citizens.  Growth in our ad valorem tax base,
which accounts for approximately 47 percent of our General Fund revenues, is projected to have
only increased 1.4 percent during the past year. He stated that this increase seems
exceptionally modest considering the sustained rate of growth the City has experienced during
each of the past several years.  The certainty that this growth rate is real and will likely
continue to create the need for additional services, poses a significant problem for several years.

Mr. Barefoot added that data from the Strategic Services Department, which successfully
challenged the 2004 U. S. Census count using hard housing data to support their claim, suggests



City Council Minutes
May 16, 2006

that the City’s current population is approximately 28,000 residents, significantly more than the
23,832 used by the state demographer for purposes of distributing state and federally shared
revenues. If the City’s estimates are correct and our city has grown by more than one-fifth
since 2000, we are not only losing state and federally shared revenues, but we are also providing
much needed services to these “new” citizens without the full benefit of resources to offset the
increased expenditures.

Mr. Barefoot stated the Utility Fund is in good shape and this will allow us to hold the
water and sewer rates at the current level. It will allow the City to continue its efforts to reduce
inflow and infiltration problems related to the age of our wastewater lines in the older areas of
our community. The City proposes to borrow $3 million for the purpose of additional sewer
rehabilitation projects.

Ten new positions were requested within the General Fund. Mr. Barefoot stated that he
is only recommending one position designated for graffiti removal to be located in the Refuse
Department. A proposed $.02 tax rate increase is included in the proposed budget.

ALL EXHIBITS CONTAINED HEREIN ARE HEREBY INCORPORATED BY
REFERENCE AND MADE A PART OF THESE MINUTES.

OTHER BUSINESS
Mayor Pro Tem McNeil thanked the Finance Department for the work they did on the
proposed budget.

Council Member Linwood Mann thanked everyone for the cards and prayers during his
sickness.

RECESS AND ADJOURNMENT

Mr. Barefoot asked that the meeting be recessed until Wednesday, May 24, at 1:00 P.M.,
in the West End Conference Room for the purpose of a budget workshop.  So moved by
Council Member Steve Brewer and seconded by Council Member James Williams, the motion
carried unanimously.

Respectfully submitted,

CORNELIA P. OLIVE, MAYOR
ATTEST:

BONNIE D. WHITE, CITY CLERK
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