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TO: Vancouver City Council 
 
FROM: General Manager of Arts, Culture and Community Services  
 
SUBJECT: 3575 Kaslo Street - Approval for an Increased Capital Grant Due to Cost 

Escalation for a 74-Space Childcare Facility 
 
Recommendations 
 

A. THAT Council approve an additional one-time capital grant of up to $2,130,000 to 
the Provincial Health Services Authority (“PHSA”) as a contribution to the 
escalation of construction costs of a 74-space licensed childcare facility at 3575 
Kaslo Street, legally described as PID: 006-798-128 Lot 2 Block F Section 44 
Town of Hastings Suburban Lands Plan 11660 (the “Lands”), which Lands are 
owned by British Columbia’s Children’s Hospital Foundation (“BCCHF”) and 
which childcare facility will be owned by PHSA. 

B. THAT subject to approval of recommendation A, Council approve an increase to 
the Multi-Year Capital Project Budget of the childcare facility at 3575 Kaslo Street 
project by $2,130,000 from $8,900,000 to $11,030,000. The funding source will 
be the City-wide Childcare Development Cost Levies (DCLs). 

Recommendation A authorizes a grant which requires two-thirds affirmative votes of all Council 
members per section 206 (1) of the Vancouver Charter. 

 
Purpose and Executive Summary 
 
This report seeks Council approval of an additional one-time capital grant of up to $2,130,000 to 
Provincial Health Services Authority (PHSA), as part of the City’s contribution towards 50% of 
the estimated cost escalation for the 74-space childcare facility located at 3575 Kaslo Street. 
The recommended funding source for the additional grant is City-wide Development Cost Levies 
(DCLs) for childcare.  
 
 
 
 

https://vancouver.ca/your-government/contact-council.aspx
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Council Authority/Previous Decisions 
 

• In January 2023, Council approved the CD-1 Rezoning (RTS 15414) application for 
3575-3655 Kaslo Street, 3580-3644 Slocan Street and 2755 East 21st Avenue (RTS 
15414) from RS-1 (Residential) District to CD-1 (Comprehensive Development) District. 

• In June 2022, Council approved Making Strides: Vancouver’s Childcare Strategy (RTS 
14540) to support implementation of a senior government-led universal childcare 
system.  

• In December 2021, Council approved a capital grant of up to $8,900,000 to PHSA (RTS 
14592) as a contribution towards the construction costs of a 74-space childcare facility at 
3575 Kaslo Street.  

 
City Manager’s Comments  
 
The City Manager concurs with the foregoing recommendations. 
 
Context and Background 
 
While the mandate for childcare provision rests with senior governments, the City recognizes 
the importance of affordable, accessible and quality childcare to the social and economic 
sustainability of Vancouver’s families and neighbourhoods.  
 
PHSA approved the conversion of the former site of the Sunny Hill Health Centre (3575 Kaslo 
Street) into an innovative new centre for children and youth with complex health-care needs. 
PHSA’s original plans on the site at 3575 Kaslo Street included a 37-space standalone childcare 
on the north-western portion of the parcel. Through discussions between PHSA and the City of 
Vancouver, and due to the significant childcare need in the area, the City agreed to fund an 
additional 37 spaces on the Lands. Pending approval of funding from the City of Vancouver, 
PHSA committed to expanding to a 74-space licensed childcare facility, doubling the size. The 
74-space facility will consist of 24 spaces for children under 3, and 50 spaces for children aged 
30 months to school age. In 2021, the total project cost for a 74-space facility was estimated at 
$17,800,000, with a 50% contribution from the City of Vancouver.  
 
In December 2021, Council approved a capital grant (RTS 14592) of up to $8,900,000 to the 
Provincial Health Services Authority (PHSA) as a contribution towards 50% of the construction 
costs of a 74-space licensed childcare facility.  
 
Due to significant construction cost escalation, estimates for the childcare project have 
increased by $4,260,000.  
 
Discussion 
 
In addition to the one-time capital grant in the amount of up to $8,900,000, Council also 
approved authorization to enter into legal agreement with PHSA to secure the childcare use on 
the site and set parameters around the City’s financial contribution. Council approved childcare 

https://vancouver.ca/people-programs/vancouvers-childcare-approach.aspx
https://vancouver.ca/people-programs/vancouvers-childcare-approach.aspx
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as an allowable secondary use on site.  A copy of the signed Memorandum of Understanding, is 
attached as Appendix A. 
 
At the Ministry of Health’s request, PHSA completed a Class C cost estimate in July 2023. The 
estimated cost of the childcare facility increased from $17.818M to $22.078M, which represents 
an increase of about $4.26M, due exclusively to construction cost escalation. In general, cost 
escalation is impacting capital projects in all communities and across all levels of government. 
High inflation and interest rates, labour shortages, supply chain disruptions stemming from the 
pandemic, war in Ukraine, regional flooding events, and a host of other factors have contributed 
to escalation. PHSA did the cost exercise at the Ministry of Health’s request to give them a 
preliminary idea of the cost pressures. 

Based on the previously agreed funding formula, 50% of the cost escalation ($2.13M) is to be 
covered by the City.  

Financial Implications 

If the recommendations on this report are approved, the multi-year capital project budget for this 
project will increase by $2,130,000. Expenditures for 2023 will be managed within the current 
overall annual capital expenditure budget. The funds for this adjustment will come from the 
current uncommitted balance of the City-wide Childcare DCL reserve.  
 
Any additional cost escalation with this project is expected to be managed within the approved 
budget.  
 

Funding source: Original Capital 
Grant 

(Nov. 2021) 

Recommended 
additional Capital 
Grant (Sept. 2023) 

Total Capital Grant 

City-wide DCLs for 
childcare 

$6,230,000 $2,130,000 $8,360,000 

Provincial childcare 
contribution to City 

$2,670,000 - $2,670,000 

Total:  $8,900,000 $2,130,000 $11,030,000 

 

CONCLUSION 
Despite the increased costs as a result of escalation, the childcare project located at 3575 Kaslo 
Street remains a unique and important opportunity to bring a significant childcare facility to an 
underserved area of the City. The equal cost-sharing arrangement is also an innovative 
approach to delivering a public benefit, without the City taking on any additional long term asset 
management responsibilities.    
 
 
 

* * * * * * * * *  



 

3575 Kaslo Street - Approval for an Increased Capital Grant Due to Cost Escalation for a 74-Space Childcare Facility 
– RTS 15918  Page 4 

 
APPENDIX A 

MEMORANDUM OF UNDERSTANDING  



 

3575 Kaslo Street - Approval for an Increased Capital Grant Due to Cost Escalation for a 74-Space Childcare Facility 
– RTS 15918  Page 5 

  



 

3575 Kaslo Street - Approval for an Increased Capital Grant Due to Cost Escalation for a 74-Space Childcare Facility 
– RTS 15918  Page 6 

  



 

3575 Kaslo Street - Approval for an Increased Capital Grant Due to Cost Escalation for a 74-Space Childcare Facility 
– RTS 15918  Page 7 

 



 

3575 Kaslo Street - Approval for an Increased Capital Grant Due to Cost Escalation for a 74-Space Childcare Facility 
– RTS 15918  Page 8 

 


	Recommendations
	Purpose and Executive Summary
	Council Authority/Previous Decisions
	City Manager’s Comments
	Context and Background
	Discussion
	CONCLUSION
	Despite the increased costs as a result of escalation, the childcare project located at 3575 Kaslo Street remains a unique and important opportunity to bring a significant childcare facility to an underserved area of the City. The equal cost-sharing a...

