
                                                                                     

   
 

 TO: CHAIR AND MEMBERS 
CORPORATE SERVICES COMMITTEE 

MEETING OF NOVEMBER 15, 2016 

 FROM: MARTIN HAYWARD 
MANAGING DIRECTOR, CORPORATE SERVICES & CITY 

TREASURER, CHIEF FINANCIAL OFFICER 

SUBJECT: 
SUBORDINATION AGREEMENT REQUEST:   

LIBRO CREDIT UNION AND LONDON COMMUNITY PLAYERS 

 

 RECOMMENDATION 
 
 
That on the recommendation of the Managing Director, Corporate Services and City Treasurer, 
Chief Financial Officer, the attached proposed By-law (Appendix “A”) BE INTRODUCED at the 
Municipal Council meeting of November 22, 2016: the following action be taken: 
 

a) TO APPROVE the Subordination Agreement between Libro Credit Union Limited (Libro), 
The Corporation of the City of London (City) and London Community Players (LCP), 
placing the City’s security interest in the LCP second to that of Libro, attached as Schedule 
“1” of the By-law; 
 

b) TO AMEND the Loan Agreement between the City and the LCP to reference the revised 
Libro mortgage security value ($350,000); and, 
 

c) TO AUTHORIZE the Mayor and City Clerk to execute the Agreement substantially in the 
form in a) above and to the satisfaction of the Managing Director, Corporate Services and 
City Treasurer, Chief Financial Officer and the City Solicitor. 
 

It being noted that the subordination was previously agreed to in the September 2015 loan 
agreement between the City and the LCP. 
 
 

 PREVIOUS REPORTS PERTINENT TO THIS MATTER 
 
 
“Interest-Free Loan – London Community Players (Palace Theatre),” Corporate Services 
Committee, July 21, 2015. 

 
 

 BACKGROUND 
 
The Managing Director, Corporate Services and City Treasurer, Chief Financial Officer has 
received a request from Libro Credit Union (Libro) for the City of London to enter into a joint 
agreement with Libro and the London Community Players (LCP) regarding the subordination of 
the City’s security interest associated with the $100,000 loan to the LCP.   
 
LCP has concluded mortgage renewal negotiations with Libro, securing better rates for the Palace 
Theatre mortgage as well as the LCP’s working line of credit.   
 
In September 2015, the City entered into an agreement with the LCP to provide a 20 year interest-
free loan to help fund needed repairs and renovations to the Palace Theatre.  The $100,000 loan 
was secured as an interest against the property, meaning that the City would be able to recover 
its loan amount in the event that the LCP was unable to satisfy its repayment commitments.   
 
Section 4.2 of the agreement commits the City to having its security ranked second behind Libro, 
given that the Libro mortgage pre-existed the City’s loan to the LCP.  Although S.4.2 references 
a maximum amount of $400,000 for the Libro security, the submitted subordination agreement 
provides $350,000 due to Libro’s mortgage repayment since 2010. 
 
 



                                                                                     

   
 

 DISCUSSION 
 
Financial Review 
 
Finance staff conducted a review of the LCP financial statements, Palace Theatre property 
appraisal and the LCP/Libro mortgage proposal.  The due diligence financial review examined the 
LCP’s ability to meet its future obligations to both the City and Libro (liquidity and solvency) and 
available equity in the property in the event that the LCP was in default with its repayment to both 
the City and Libro.   
 
LCP has promptly provided all requested information to assist with the financial review and Finance 
staff have met with the LCP board chair and executive director to discuss the proposal.  The meeting 
was a productive opportunity to learn more about the promising efforts by the LCP to secure 
additional grant funding, revitalize its youth theatre program, increase concessions revenue, 
expand fundraising, and generate a higher number of facility rentals for 2017.  Satisfactory 
explanations were also provided for questions asked by Staff based on a review of the LCP’s 
financial statements. 
 
To date, the LCP is in good standing with its loan obligations to the City (both for the $100,000 loan 
as well as Community Improvement Plan façade loans administered by Planning Services).    
 
Legal Review 
 
The subordination agreement has been reviewed by Legal staff.  No concerns have been identified. 
 
Subordination Request 
 
In order to assess the subordination request, Staff has reviewed the proposed changes to LCP’s 
mortgage and line of credit with Libro.  The $350,000 subordination amount reflects a mortgage 
ceiling of $300,000 and a working line of credit amount of $50,000.  LCP has not sought additional 
funds beyond the security amount provided with the 2010 mortgage, and the new subordination 
amount reduces the borrowing ceiling from that identified in the City’s loan agreement with the LCP.   
 
Staff are of the opinion that the subordination request is consistent with what the City agreed to with 
its loan agreement with the LCP.  The recommendation to approve the subordination agreement is 
informed by the following: 
 

• the financial analysis confirmed that the LCP’s performance is not significantly different from 
the review conducted by Finance staff when the City entered into the loan agreement, and 
trends for improved revenues and cost containment are promising; 
 

• there is sufficient equity in the property owned by LCP to realize on the security interests for 
both Libro and the City in the event that the LCP was in default; 

 

• the LCP has consistently made timely loan payments and their loans with the City are in 
good standing; and, 

 

• the revised subordination amount is lower than that presently provided in the City’s loan 
agreement with the LCP. 

 
 

 CONCLUSION 
 
Staff recommend that the subordination agreement requested by Libro be approved.  The 
subordination is consistent with what the City has previously agreed to.  Staff do not have 
concerns about the financial performance of the LCP and its ability to meet its loan obligations.  
In the event that the LCP were to become insolvent or bankrupt, the City should be able to recover 
the outstanding principal amount for the loan, even with agreeing to rank second behind Libro. 
 
 
 
 
 
 
 



                                                                                     

   
 

PREPARED BY: 
 

PAUL YEOMAN 
BUSINESS PLANNING PROCESS MANAGER 
FINANCE AND CORPORATE SERVICES 

REVIEWED AND RECOMMENDED BY: 
 

MARTIN HAYWARD 
MANAGING DIRECTOR, CORPORATE SERVICES AND CITY TREASURER, CHIEF 
FINANCIAL OFFICER 

 
 
cc. Anna Lisa Barbon, Director, Financial Services 
 Sharon Swance, Manager, Accounting 
 Dave Mounteer, Solicitor 
 
Appendix ‘A’:  By-law to authorize and approve the Subordination Agreement (Schedule 1) 

and amendments to the Loan Agreement Between the City of London and 
the London Community Players 

 
Appendix ‘B’:  Loan Agreement Between the City of London and the London Community  

Players (2015)  



                                                                                     

   
Appendix ‘A’ 

Bill No. 
2016 

 
By-law No. A.- 
       
A by-law to authorize and approve a Subordination 
Agreement with respect to the Loan Agreement 
Between the City of London and the London 
Community Players and to authorize the Mayor and 
the City Clerk to execute the Subordination 
Agreement. 

 
  WHEREAS section 5(3) of the Municipal Act, 2001, S.O. 2001, c.25, as 
amended, provides that a municipal power shall be exercised by by-law; 
 
  AND WHEREAS section 9 of the Municipal Act, 2001, S.O. 2001, c.25, as 
amended, provides that a municipality has the capacity, rights, powers and privileges of a natural 
person for the purpose of exercising its authority under this or any other Act; 
 
  AND WHEREAS in 2015, The Corporation of the City of London and the London 
Community Players jointly agreed to a loan agreement to support capital upgrades to the Palace 
Theatre; 
 
  AND WHEREAS Section 4.2 of the 2015 loan agreement provides for the City’s 
subordination to the pre-existing London Community Players mortgage with Libro Credit Union 
Limited; 
 
  AND WHEREAS Libro Credit Union has requested that the City enter into a 
subordination agreement to the London Community Players mortgage and line of credit;   
 

AND WHEREAS a financial and legal review of the proposed subordination 
agreement has not identified any concerns with the request; 

 
  NOW THEREFORE the Municipal Council of The Corporation of the City of London 
enacts as follows: 
 
1.  The Subordination Agreement between The Corporation of the City of London, 
Libro Credit Union and the London Community Players, with respect to the London Community 
Players’ mortgage and line of credit with Libro, attached hereto as Schedule “1”, is hereby 
authorized and approved. 
 
2.             Section 4.2 and Schedule “B” of the Loan Agreement Between the City of London 
and the London Community Players be amended to replace all mortgage references of 
“$400,000.00” with “$350,000.00”.  

 
3.             The Mayor and the City Clerk are hereby authorized to execute the Subordination 
Agreement, authorized and approved in section 1, above and the amendments to the Loan 
Agreement Between the City of London and the London Community Players, authorized and 
approved in section 2, above. 
 
4.  This by-law comes into force and effect on the day it is passed. 
 
  PASSED in Open Council on November 22, 2016. 
 
 
 

Matt Brown 
Mayor 
 
 
 
Catharine Saunders 
City Clerk 

 
First Reading – November 22, 2016 
Second Reading – November 22, 2016 
Third Reading – November 22, 2016 

 



                                                                                     

   
Schedule “1” 

 
SUBORDINATION AGREEMENT 

 
 

THIS AGREEMENT is made as of the day of , 2016, between Libro Credit 
Union Limited (“Libro”) and The Corporation of the City of London (“the Subordinating Party”) 
and London Community Players (the “Borrower”). 

 
WHEREAS the Borrower is or may in the future be indebted to the Subordinating Party and 

to Libro from time to time and the Subordinating Party has agreed to subordinate all such 
indebtedness whenever incurred, and the Borrower has acknowledged and hereby consents to 
such subordination; 

 
AND WHEREAS Libro has a mortgage on property known as Pt Lt 4 Blk L Plan 304 (3rd) 

as in 880354; T/W 880357 London registered on November 26, 2010 as instrument ER740263 
(the “Libro Security”) to secure the obligations of the Borrower to Libro; 

 
AND WHEREAS the Subordinating Party has taken and/or may in the future take a 

security interest in assets of the Borrower (the “Subordinated Security”) to secure the obligations 
of Borrower to the Subordinating Party; 

 
NOW THEREFORE for good and valuable consideration, the receipt and sufficiency of 

which is hereby acknowledged, the parties hereby acknowledge and agree as follows: 
 

1. The Subordinated Security is hereby postponed and subordinated in all respects to the 
Libro Security to the extent of $350,000.00 (Three Hundred and Fifty Thousand dollars) 
as well as accrued interest and all reasonable costs and expenses of enforcement and 
realization of the Subordinated Security. 

 
2. The Subordinating Party shall not, during the continuance of this Agreement sell, assign 

or transfer the Subordinated Security, or any part thereof, without the prior written 
consent of Libro and, if such consent is given, the proposed purchaser, assignee or 
transferee shall have entered into a subordination agreement on the same or substantially 
the same terms to those herein contained. 

 
3. The priorities, postponements and subordinations herein contained shall apply in all 

events and circumstances whatsoever and particularly notwithstanding: 
 

(1) the date or dates of execution, delivery, attachment, registration, perfection or 
reperfection of all or any portion of any agreement, document or instrument 
creating the Subordinated Security or Libro Security; 

 
(2) the date or dates of any loan or loans or any advance or advances made to 

Borrower by the Subordinating Party or Libro; 
 

(3) the date or dates of any default by Borrower under any agreement, document or 
instrument creating the Subordinated Security or the Libro Security or the date or 
dates of crystallization of any floating charge contained therein or the date of 
commencement of any proceedings to enforce any of the Subordinated Security 
or the Libro Security or the exercise of any other right or remedy provided for under 
the Libro Security or the Subordinated Security or at law; 
 

(4) the place or jurisdiction of execution, delivery, attachment, registration, perfection 
or reperfection of all or any portion of the Subordinated Security or the Libro 
Security, or any agreement, document or instrument creating same; or 

 
(5) any other matter which may affect the relative priorities of the Subordinated 

Security and the Libro Security. 
 

4. Any insurance proceeds received by Borrower, Libro or the Subordinating Party in respect 
of the collateral charged by the Subordinated Security and/or the Libro Security shall be 
dealt with according to the preceding provisions hereof as though such insurance 
proceeds were paid or payable as proceeds of realization of such collateral for which 
they compensate. 

 
 



                                                                                     

   
5. The parties shall, from time to time and upon the request of the other execute all 

statements and other documents and assurances and do all matters and things which may 
be necessary or advisable to carry this Agreement into effect and to more fully effectuate 
its purpose. 

 
6. This Agreement shall constitute a continuing agreement of subordination and 

postponement and shall continue in force and cover all the debts and claims which 
Borrower may incur or come under so long as any of the Libro Security remains in place, 
notwithstanding any payments from time to time made to Libro or any settlement of 
account or any other thing whatsoever. In addition, this Agreement shall continue and 
apply notwithstanding any change in the name or amalgamation by Borrower with one or 
more other corporations and shall enure to the benefit of Libro and be binding upon the 
Subordinating Party and their successors and assigns. 

 
7. Nothing contained in this Agreement is intended to or shall impair the obligations of the 

Borrower to pay to any of the other parties hereto the debts and liabilities secured by any 
of the security referred to herein as and when the same shall become due and payable 
in accordance with the terms of such debts and liabilities. 

 
8. Nothing contained in this Agreement is intended to or shall prevent either of Libro or the 

Subordinating Party from enforcing or exercising any rights or remedies permitted on 
the terms of their respective security subject only to the distribution of any proceeds or 
realization in accordance with the priorities set forth in this Agreement. 

 
9. This Agreement is in addition to and not in substitution for any prior understandings and 

agreements between the parties hereto with respect to the subject matter hereof 
provided that it is agreed that to the extent that any term, condition, representation, 
covenant or other provision contained in any other such prior understanding or 
agreement is at any time inconsistent or conflicts with any term, condition, representation, 
covenant or other provision contained in this Agreement, then this Agreement shall 
govern. 

 
10. This Agreement is governed by the laws of the Province of Ontario. 

 
DATED as of the date first written above. 
 
 
 
The Corporation of the City of London 
 
 
Per:_____________________________ 
       Name:  Matt Brown 
       Title:  Mayor 
I/We have authority to bind the Corporation 
 
Per:_____________________________ 
       Name:  Catherine Saunders 
       Title:  Clerk 
I/We have authority to bind the Corporation 
 
 
London Community Players 
 
 
Per:_____________________________ 
       Name:  David A. Long 
       Title:  Past President 
I/We have authority to bind the Corporation 
 
Per:_____________________________ 
       Name:  Barry L. Tepperman 
       Title:  President 
I/We have authority to bind the Corporation 

Libro Credit Union Limited 
 
 
Per:_____________________________ 
       Name:  Ed Boere 
       Title:  VP Credit 
I/We have authority to bind the Corporation 

 
 
 
  



                                                                                     

   
 

Appendix ‘B’:  Loan Agreement Between the City of London and the 
London Community Players (2015) 

 
 

 
 
 
 
 



                                                                                     

   
 

 
 
 
 

 
 
 
 
 



                                                                                     

   

 
 
 
 
 
 
 

 
  



                                                                                     

   

 
 
 
 
 
  



                                                                                     

   

 
 
  
  



                                                                                     

   

 
 
  



                                                                                     

   

 
 
  



                                                                                     

   

 
 
  



                                                                                     

   

 
 
  



                                                                                     

   

 
 
 


