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INTRODUCTION

As the January snow fell, Fidda Nadra looked at her car in the parking lot from the window of her credit union
office. Nadra worked in the commercial lending division and was tasked with reviewing an interesting application
from a mobile car service that specialized in tire changes, and she had to decide by the end of the day if Wheel Easy
would be eligible to receive their request for a $30,000 six-year term loan using both qualitative and quantitative
aspects of the business.

HISTORY
Wheel Easy

Wheel Easy was a mobile, seasonal tire-swapping and automotive services company based in London, Ontario.
Mechanics at Wheel Easy went to their customers” houses, garages, or met them in a parking lot to provide
services such as tire repairs, oil changes, and most notably, tire exchange and storage of oft-season tires. With the
click of a button through a website or a phone call, customers could book their car for a tire change through Wheel
Easy. The company aimed to offer convenience by performing services at customers’ preferred location. Wheel
Easy originally started as a new venture creation project at Western University’s Ivey Business School. It quickly
became a passion-driven venture for the founder, servicing many London citizens since 2021.

Dennis Ho

Born and raised in London, Dennis Ho graduated from Fanshawe College in 2010 and spent seven years as a
technician and service manager at a large used car dealership. In 2018, with the encouragement of his wife, he
decided to leave his stable career and explore his passion for entrepreneurship by attending Western University’s
Ivey Business School. As a mature student the four years of university were challenging for Ho, as he not only
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supported himself, but also his family, including his young daughter. During these formative years of his daughter’s
life, the support of Ho’s family was indispensable, and he fondly remembers the moment he brought his newborn
son to his graduation from the Ivey Business School in 2021.

Upon graduation, Ho combined his passion for mechanics and entrepreneurship to start Wheel Easy. He started
cultivating a customer base and researching the needs of his customers. A common problem among many vehicle
owners was the inconvenience of taking their vehicle somewhere for a tire change, and then being without a
vehicle while waiting for the service to be complete. Ho realized that a mobile service would resolve this issue. He
also recognized how little customers knew about mechanics, so he happily educated those who were interested,
and started to focus on providing this knowledge to everyone. He always made an effort to provide his customers
transparency when working on their cars.

London, Ontario

London was a city located in Southwestern Ontario, Canada. With a population of over 400,000, it was the
sixth-largest city in Ontario. Car ownership was common in London, with many households owning at least one
vehicle. This level of car ownership was not expected to diminish in the near future, because the city had limited
public transit options and most residents did not live within walking distance to their place of employment.
During the winter months, driving conditions in London were often challenging, as the city was located in the
snowbelt." Because of this, the City of London strongly recommended that all drivers equip their vehicles with
winter tires in time for the season.

INDUSTRY
Winter Weather and Tire Changes in Canada

'The tire change process was simple—Ho or one of the part-time mechanics arrived at the customer’s suggested
location with two pairs of vehicle jacks, a toolbox, and basic tire repair tools. The mechanic would raise the car on
the jacks, ensure that it was secure, and then remove the wheels. If the replacement wheels were already stored at
Wheel Easy, they would arrive with the mechanic in the truck, if not, the owner would provide them. On average,
it took the mechanic just under 45 minutes to complete the entire process. At each appointment, Ho ensured there
was always room for questions and conversations with customers to maintain his educational commitment.

Winter weather in Canada often entailed heavy snowfall, icy roads, and freezing temperatures that made driving a
challenge. Many Canadian provinces (Quebec and British Columbia, for example) had laws that required vehicle
owners to have winter tires that were made with a specialized rubber compound and tread pattern to provide
better grip and traction on snow and ice.” Ontario was also considering adopting this law to promote road safety
during the winter season. The winter tire period was typically from November to March, during which 65% of
drivers in Ontario switched to winter tires.” In Canada, drivers who changed their tires had created a seasonal
automotive service industry, which involved switching summer tires for winter tires and vice versa in the spring
and fall. November and March were peak times for Wheel Easy, and with a strong influx of business they would
require the security of $12,000 of extra cash on hand.

[1] The Snowbelt referred to the region between Lake Huron and Lake Erie, which received larger levels of snowfall than surrounding regions due to
excess precipitation from the lakes.

[2] “Winter tire laws in Canada,” Continental Tires, https://www.continental-tires.com/ca/en/b2c/tire-knowledge/winter-tire-laws-in-canada.html.
[3] Instead of winter tires, some drivers choose all season tires, which were permitted in winter, though they are not considered as safe as winter tires.
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Industry and Competition

'The auto mechanic and service industry revenue was forecasted to grow at a compound annual growth rate of
2.3% to $12.8 billion by 2028 and net profit margins were expected to remain steady at 7.9%.* Given its large
population, Ontario represented the most significant share of the total market at $4 billion in revenues. More
specifically, wheel and alignment services represented more than 8% of the total Canadian auto mechanic and
servicing market. Canadian per capita income was increasing among wealthy individuals, leading to projections
for a strong demand for continued growth in the sector.®

Strong competition for skilled labour in this sector, however, drove up wage costs relative to sales and the
existing fragmentation of automotive shops. Additionally, the low barriers to entry meant an increasing level of
competition.® Competition from dealerships was also a significant threat to Canadian mechanics. To maintain
customer retention, it was common for automotive dealerships to build rapport with customers and maintain it
after the sale of a vehicle by encouraging them to return to the dealership for future maintenance.”

THE FUTURE

Overall, Ho was happy with Wheel Easy’s success in two short years. He was optimistic about the company’s
financial performance (see Exhibits 1 through 5 for previous financial data), and he wanted to take his company to
the next step in 2023. Ho was confident that there was still a strong demand for Wheel Easy’s services in London,
yet he was at full capacity and knew he would need another full-time mechanic to support its growing customer
base. He also considered renting an additional larger truck for his company to carry higher-grade equipment.
A local truck rental company offered Ho a lease for up to 10 years at an annual cost of $2,500 which could be
renewed each year. This, however, would increase the company’s fuel as well as repairs and maintenance expenses
to 4% of sales each. Ho had a vision for Wheel Easy over the next two years, and he believed that all he needed
was additional capital to execute it.

Purchasing New Equipment

While Ho believed that current operations worked well for the time being, he was planning to buy new equipment
worth $30,000, including a tire machine and balancer worth $19,500. He would need to secure a loan from the
bank for the equipment.®* Wheel Easy would purchase it in early March for the spring season and it would last for
10 years. The tire machine and balancer would help Ho remove the old tire from the wheel and install the new tire
onto the rim, as seen in Exhibit 6. It used a series of levers, clamps, and rollers to stretch and fit the tire onto the
rim. The machine ensured that the wheel and tire were properly balanced, preventing vibrations while driving and
improving the overall handling of the vehicle, which resulted in safer and more efficient tire changing processes.
Ho’s current operations were restricted to on-rim tires only, because he lacked the necessary equipment to mount
tires onto new rims. Obtaining this machine was therefore important, as Ho surveyed his customers and found
that 30% of them had off-rim tires.

[4+] Samuel Kanda, “Auto Mechanics in Canada,” Canada Industry (NAICS) (March 2023).

[5] See note 4 above.

[6] Government of Canada, Statistics Canada, Auto-tune up: Maintenance and repair, prices and job vacancies increase in 2022, October 7, 2022, https://
www.statcan.gc.ca/ol/en/plus/1965-auto-tune-maintenance-and-repair-prices-and-job-vacancies-increase-2022.

[7] Samuel Kanda, “Auto Mechanics in Canada.”

[8] This loan would charge an interest rate of 8% per year and would be interest free for the first two years. It would be paid back over six years starting
in 2023.



Wheel Easy Page | 4

Additionally, Ho would need to buy a second set of basic tools and equipment for Wheel Easy to support the
additional mechanic added to the team. The supplier estimated that he could purchase the equipment for $10,500.
'The tools could be purchased immediately and were expected to last five years.

Financial Outlook

In 2022, Ho made approximately 510 service visits, and each one generated roughly the same amount of revenue.
He believed that with the additional help and new equipment, the number of visits would increase to 750 in 2023
and 925 in 2024, with the same average service revenue per visit.

Ho was unsure of how his new investments would impact the sales of tires and oils and thought that those revenue
streams would only grow by 5% each in 2023 and 2024. The cost of goods sold for Wheel Easy solely came from

tires and oils, which were at 90% and 85% of sales respectively.

Ho was ambitious about promoting Wheel Easy and wanted to continue to increase his promotional expenses
to $6,000 in 2023 and another 30% in 2024. The company’s new equipment, however, also required additional
insurance, which would increase insurance expenses by $475. Given his decision to hire a full-time mechanic,
Ho would see an increase in payroll expenses by $50,000 in 2023, and another 7% on the new salary in 2024.
He predicted that general and administrative costs would remain the same percentage of sales as last year, but
miscellaneous expenses would decline by $2,500 next year. Additionally, Ho was excited to hear his banking
charges had also recently dropped by $100 annually, because he was able to negotiate with his local branch
manager Fidda Nadra to obtain a discount on services and a $10,000 overdraft limit.

Ho anticipated that Wheel Easy’s accounts receivables would increase by an additional 10 days starting in 2023.
Although he wanted to pay suppliers sooner, he expected that this would not be possible until fiscal 2024, and
thought he could pay within 55 days.

DECISION

Recognizing the significance of the proposed business changes, Fidda Nadra deemed it essential to project
the impact of the proposed business changes before approving the loan. She was confident that quantitative
projections, combined with her own qualitative analysis of the historical information provided by Ho, she could

reach a decision by the end of the day.
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EXHIBIT #1
WHEEL EASY
STATEMENTS OF EARNINGS
(for the years ending December 31)

Revenue 2022 2021
Wheel Easy Services $70,890 $31,700
Sale of Tires 2,798 10,877
Sales of Oil 5,925 14,754

Total Revenue $79,613 $57,331

Cost of Good Sold
Tire Supplies $2,501 $10,000
Oil and Oil Filter Supplies 5,065 12,659

Total Cost of Goods Sold $7,566 $22,659

Gross Profit $72,047 $34,672

Operating Expenses
Mobile Service Expense
Fuel $2,849 $2,051
Repairs and Maintenance 2,484 1,789
General and Administrative Costs
Promotion Expenses 5,254 1,809
Bank Charges 640 640
Insurance 690 690
General and Administrative Costs 2,703 2,649
Payroll Expenses 25,000 20,000
Miscellaneous Costs 2,689 2,700

Total Operating Expenses $42,309 $32,328

Earnings Before Interest, Tax, $29,738 $2,344

Depreciation, & Ammortization (EBITDA)

Depreciation $1,200 $1,200

Interest Expenses - 7

Net Earnings’ $28,538 $1,137

[9] Wheel Easy expected to pay an income tax rate of 11% moving forward.



Wheel Easy

Page | 6

EXHIBIT #2

STATEMENTS OF RETAINED EARNINGS

WHEEL EASY

(for the years ending December 31)

2022 2021
Beginning Retained Earnings $1,137 $ -
Net Income 28,538 1,137
Dividends - -
Ending Retained Earnings $29,675 $1,137
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EXHIBIT #3
WHEEL EASY
STATEMENTS OF FINANCIAL POSITION
(as at December 31)
2022 2021
ASSETS
Current Assets:
Cash $39,723 $13,714
Inventory 5,800 350
Accounts Receivable 7,700 755
Total Current Assets $53,223 $14,819
Fixed Assets:
Wheel Easy Truck'’ $11,000 $11,000
Laptops and Other Technology'* 500 -
Total Fixed Assets $11,500 $11,000
Less: Accumulated Depreciation 2,300 1,100
Net Fixed Assets $9,200 $9,900
Total Assets $62,423  $24,719
LIABILITIES AND EQUITY
Current Liabilities:
Credit Card Payable $5,609 $207
Taxes Payable 3,139 2,400
Accounts Payable 1,600 175
Salaries Payable 4,800 3,200
Total Liabilities $15,148 $5,982
Owner's Equity $17,600 $17,600
Retained Earnings 29,675 1,137
Total Equity $47,275  $18,737
Total Liabilities and Equity $62,423  $24,719

[10] The truck was expected to last for 10 years.
[11] The laptop was expected to last for five years.
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EXHIBIT #4

STATEMENT OF CASH FLOWS
(for the years ending December 31)

OPERATIONS

Net Income

Adjustments to Cash Basis:
Depreciation
Inventory
Accounts Receivable
Credit Card Payable
Taxes Payable
Accounts Payable
Salaries Payable
Net Cash Flow from Operations

FINANCING
Owner's Equity
Net Cash Flow from Financing

INVESTING
Truck and Equipment
Laptop

Net Cash Flow from Investing

Total Cash Flow
Opening Cash Balance
Ending Cash Balance

WHEEL EASY

2022

$28,538

$1,200
(5,450)
(6,945)
5,402
739
1,425
1,600

$26,509

(500)

$(500)

$26,009
13,714

$39,723
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EXHIBIT #5
WHEEL EASY
RATIO ANALYSIS
PROFITABILITY"
2022 2021
Revenue
Wheel Easy Services 89.0% 55.3%
Sale of Tires 3.5% 19.0%
Sales of Oil 7.4% 25.7%
Total Revenue 100.0% 100.0%
Cost of Goods Sold
Tire Supplies 3.1% 17.4%
Oil and Oil Filter Supplies 6.4% 22.1%
Total Cost of Goods Sold 9.5% 39.5%
Gross Profit 90.5% 60.5%
Operating Expenses
Mobile Service Expense
Fuel 3.6% 3.6%
Repairs and Maintenance 3.1% 3.1%
General and Administration Costs
Promotion Expenses 6.6% 3.2%
Bank Charges 0.8% 1.1%
Insurance 0.9% 1.2%
General and Administrative Costs 3.4% 4.6%
Payroll Expenses 31.4% 34.9%
Miscellaneous Costs 3.4% 4.7%
Total Operating Expenses 53.1% 56.4%
Earnings Before Interest, Tax, 37.4% 4.1%
Depreciation, & Ammortization (EBITDA)
Depreciation 1.5% 2.1%
Interest Expenses - -
Net Earnings 35.8% 2.0%

[12] All expense ratios were calculated as a percentage of total revenue.
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PROFITABILITY

Return on Assets 45.7% 4.6%

Return on Equity 60.4% 6.1%

LIQUIDITY

Current Ratio 3.5x 2.5x

Acid Test 3.1x 2.4x

EFFICIENCY

Age of Receivables 35 days 5 days

Age of Payables 77 days 3 days

Age of Inventory 280 days 6 days

STABILITY

Net Worth/Total Assets 75.7% 75.8%

GROWTH

Revenue Growth 39% -
Wheel Easy Service 124% -
Sale of Tires (74%) -
Sales of Oil (60%) -

Profit Growth 2,410% -

Asset Growth 153% -

Equity 252% -
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EXHIBIT #6

EXAMPLE OF A
TIRE BALANCE MACHINE"

[13] “Hunter Center-Clamp Tyre Changers,” Hunter Engineering Company, https://www.hunter.com/en-ca/tire-changers/center-clamp/.



