
TO:  James L. App, City Manager 
   
FROM:  Meg Williamson, Assistant to the City Manager 
 
SUBJECT: Children’s Museum – Completion of Lease Option Conditions 
 
DATE:  April 18, 2006 
 
Needs: For the City Council to consider confirming the Museum’s completion of Lease 

Option conditions, thereby activating the Lease transfer process for the old Fire 
Station No. 1 on 13th Street.   

 
Facts:            1.  On June 4, 2003 the City and the Children’s Museum entered into a Lease 

Option agreement for the future long term lease of the Old Fire Station No. 1.   
 

2. The Lease Option Agreement requires that the Children Museum meet 
certain conditions before taking possession of the fire station and fully 
exercising the long term lease.   

 
3. The three remaining conditions of the Lease Option are listed below, along 

with explanation of their completion.  
 

Submittal of Improvement Plans – Museum was to submit improvement 
drawings to the City’s Building Division reflecting a complete representation 
of construction remodel necessary to convert the building and site to the 
museum use. 
  
Complete:  The Museum has submitted full remodel drawings and is 
processing building permits through the Building Division.  It is expected 
that building permits will be ready to issue once minor revisions to electrical 
and energy calculations are complete.   
 
Financing Plan – Museum was to demonstrate the Boards’ equity capital and 
financing commitments in an amount sufficient to undertake the 
construction/rehabilitation project.  
 
Complete:  The Museum has provided a Financial Plan (attached) that has 
been reviewed by both the Public Works Director/Building Official (to 
confirm construction cost estimates) and the Administrative Services 
Director (for financial soundness).  The City staff has confirmed that the 
Museum has demonstrated they have the financial ability to construct & 
complete the renovation estimated at 1.3 million dollars.  
 
Business Plan – The Museum was to demonstrate the Board will have 
working capital to maintain and operate the Museum for a minimum of two 
years following completion of renovation.  
 
Complete:  The Museum has provided a Business Plan (attached) showing an 
operating budget which consists initially of fund reserves that will be 
supplemented with on-going fund raising activities.  The level of service 



proposed to be provided to the public (days and hours of operation) are 
consistent with the provisions of the lease agreement. 

 
4. During the evaluation of the Museum’s Financial Plan, the question was 

raised whether “prevailing wage” rates would apply to this project.  After 
considerable research through the City Attorney’s office, it was determined 
that prevailing wage would apply based on the lease agreement rate being set 
below market rate.  The Museum’s Financial Plan was evaluated on this basis 
and confirmed that at prevailing wage rates there was still adequate capital 
and financing commitment to construct the project.   

 
5. Once the Council confirms the Museum has met the conditions of the Lease 

Option, the Lease will be “delivered” through an escrow of no more than 60 
days. The Museum will then take possession of the property at close of 
escrow.   

 
6. The Lease Option stipulates that the Lease escrow must close before June 4, 

2006 or the option period terminates.  The option period can be extended by 
mutual consent by both parties. To ease the pressure in this final task, a time 
extension of 180 days is provided for in the action presented for City Council 
consideration.   

 
ANALYSIS & 
CONCLUSION:    The Children’s Museum has diligently pursued their plans for the renovation 

and reuse of the old Fire Station for a new Children’s Museum.   They have 
met each condition of the Lease Option, with only escrow transfer details 
remaining.  The Council’s confirmation of the completion of these conditions 
will allow the lease transfer to move forward and the Museum to begin their 
renovation work.  

  
POLICY  
REFERENCE:      June 4, 2003 Lease Option Agreement between the City of Paso Robles and 

the Children’s Museum Board.  
           
FISCAL 
IMPACT: There is no fiscal impact to the City in considering lease option compliance.  

The Children’s Museum is responsible for the cost of the improvements 
under the terms of the Lease and Lease Option.        

 
OPTIONS: a. Adopt Resolution No. 06-XX confirming completion of lease Option 

Conditions and approving a 180 day Lease Option extension for 
completion of the close of the lease escrow.   

 
  b. Amend, modify or reject above option.  
 
  
Attachments:  
 

1. Resolution confirming completion of Lease Option & approving time extension 
2. Children’s Museum Financial and Business Plan  

































 
RESOLUTION NO. 06-XXX 

 
A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PASO ROBLES 

CONFIRMING COMPLETION OF CONDITIONS OF LEASE OPTION FOR 
THE OLD FIRE STATION NO. 1 BY THE CHILDRENS MUSEUM AND EXTENDING THE 

LEASE OPTION TERM FOR AN ADDITIONAL 180 DAYS 
 
 

 
WHEREAS, on June 4, 2003 the City and the Children’s Museum entered into a Lease Option 
agreement for the future long term lease of the Old Fire Station No. 1; and  
 
WHEREAS, the Lease Option Agreement requires that the Children Museum  
Board meet certain conditions before taking possession of the fire station and fully exercising the 
lease; and    
 
WHEREAS, on December 7, 2004, the City Council of the City of El Paso de Robles adopted 
Resolution 04-271 approving the building and site plan modifications to the Old Fire Station No. 1; 
and  
 
WHEREAS, conditions of the Lease Option include requirements for the Children’s Museum to 
submit building improvement plans,  a Financial Plan, and a Business Plan addressing the 
rehabilitation financing and costs for the on-going use/operation of the fire station, then approval of 
those plans by the City; and   
 
WHEREAS, the Children’s Museum has submitted building remodel plans to the Building Division 
for plan check and those are currently under review by the City; and   
 
WHEREAS, the Children’s Museum has submitted a Financial and Business Plan that has been 
reviewed and endorsed by the Public Works and Administrative Services Directors as to their 
soundness & adequacy in meeting the terms of the Lease Option; and  
 
WHEREAS, the Lease Option stipulates that the Lease will be delivered through escrow and that 
escrow must close before June 4, 2006 or the option period terminates; and  
 
WHEREAS, the Lease Option period can be extended by mutual consent by both parties; and 
 
WHEREAS, the Children’s Museum has diligently pursued completion of conditions with only the 
lease transfer details remaining; and 
 
WHEREAS, a 180 day extension of the Lease Option will ease the time frame pressure for 
transferring the lease through escrow to the Children’s Museum.  
   
THEREFORE BE IT HEREBY RESOLVED by the City Council that the Children’s Museum has 
completed the conditions of their lease option as stipulated in the June 4, 2003 agreement; and 
 
BE IT FURTHER RESOLVED, that a 180 day Lease Option extension is granted for the completion 
of the close of lease escrow.   
 



ADOPTED by the City Council of the City of El Paso de Robles at a regular meeting of said Council 
held on the 18th day of April 2006 by the following vote: 
 
AYES:  
 
NOES:  
 
ABSTAIN:  
 
ABSENT:  
   
 
      ____________________________________ 
      Frank R. Mecham, Mayor    
 
 
 
ATTEST: 
 
__________________________    
Cathy M. David, Deputy City Clerk 
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