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[1] The summer season was from April 1 to October 31.

INTRODUCTION

ASHMERE

In April 2024, Mayumi Sato, an assistant credit manager at Cavellio & Howard Industrial Capital (CH), was 
reviewing the request for financing presented by Caleb Oak for Ashmere Landscaping Services (Ashmere). 
Ashmere offered landscape design, construction, and maintenance. They were requesting a loan for a new dump 
truck to expand their operations. Sato had been working at CH for a few years and was instructed not to approve 
any risky requests, so she had to carefully assess Ashmere’s suitability for the loan.

History and Operations

Ashmere was a landscaping business located in London, Ontario, founded by Caleb Oak’s father, Patrick Oak, 
in 1997. They specialized in landscape design and maintenance, providing lawn care services in the summer and 
snow removal in the winter. When initially founded, Ashmere specialized in boutique design services targeting 
wealthy customers, but as they established relationships with larger companies and offered better credit terms, they 
transitioned to servicing more industrial properties, while most landscapers focused on smaller residential sales. 
Their services were available for commercial, industrial, and residential properties. These existing relationships 
and word of mouth were the main ways in which Ashmere received new customers. 

Contracts with customers were primarily one- or two-year contracts, with some contracts only for the summer 
season.¹ Their major consumer segment was factories located in the industrial areas of East London. In addition 
to sales generated from Ashmere’s reputation in commercial and residential landscaping, they received steady work 
as a sub-contractor for a large property management company that outsourced their landscaping exclusively to 
Ashmere.
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Equipment Needs

The landscaping industry required significant investment in heavy machinery to operate successfully. Over time, 
Ashmere had acquired a large fleet of vehicles and equipment. Caleb was examining the fleet, and he identified 
some signs of ageing on dump trucks and determined the need to add a new one to the fleet. Prior, Ashmere had 
successfully secured several loans to fund various expansions, and they were still repaying some of those loans. They 
also had short term leases on equipment and cranes which were necessary for certain landscaping projects but were 
not used enough to justify owning them.²

Patrick and Caleb Oak

Patrick Oak graduated from Westminster High School in London, Ontario. Running his own business was one 
of his long-term goals, and he established other small businesses before founding Ashmere. These included selling 
and installing flooring and repairing leaky basement walls, though Ashmere was his most successful venture. 
Patrick had a strong presence in the community and a friendly, compassionate, and well-respected reputation 
among customers. After successfully running the business for 25 years, Patrick was diagnosed with cancer in late 
2022. As he transitioned into an advisory role, he entrusted his son Caleb with leading the business forward.

Caleb Oak, the current owner of Ashmere, had worked there on and off from a young age, starting as a crew 
foreman. After high school, he took business courses at Fanshawe College, specializing in sales, as well as 
completing HVAC technician training.  After graduation, Caleb worked in retail and sales at Ashmere, and in 
2017, he became the full-time General Manager to learn under Patrick. Shortly after taking over the business, 
Caleb modernized the accounting systems, which resulted in miscommunication between management and the 
accounting team, and created difficulties managing the working capital accounts.

In 2024, the Oak family experienced big changes, which led to changes at Ashmere. At the end of 2023, Patrick 
retired from helping with the daily management of the business but still consulted Caleb on the business. A 
month later, Caleb became a father to twins. As a result of these changes, he decided it was the right time to hire 
two new landscapers and a project manager. And as the owner, Caleb was proud to see Ashmere’s success and 
wanted to honour what his father built. He also hoped to garner the same respect from clients as his father did 
and continue building the business for his children.

[2] The short-term rental of equipment is known as an operating lease. 
[3] HVAC stands for heating, ventilation, and air conditioning.
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INDUSTRY & COMPETITORS

Landscaping Industry 

In 2023, Canadian landscaping services had a market size of approximately USD $14.57 billion, which decreased 
over $1 billion from the previous year.⁴ Increased inflation from the COVID-19 pandemic, and the industry 
expectation of decreased residential construction values, had decreased demand for landscapers.⁵ However, from 
2024 to 2028, the industry was expected to have a compound annual growth rate (CAGR) of 3.9%. Between 2023 
and 2029, the global snow removal market was expected to have a CAGR of 5.8%.⁶ In recent years, however, 
climate change had led to decreased sales for some businesses in the winter.

The landscaping industry also experienced many staffing issues. Staff often worked seasonally and the lack of 
opportunities for growth led to low motivation and high employee turnover costs.⁷ Crews were split up to attend 
different job sites, requiring skilled foremen or managers to oversee the work, but high turnover made this difficult. 

A rise in inflation and interest rates had also made leasing equipment more expensive for companies, though 
inflation was projected to ease in 2024.⁸ During the pandemic, pickup trucks used to transport equipment also 
skyrocketed in price due to supply chain issues and increased demand, and prices had continued to stay high.⁹ As 
the cost of replacing vehicles and equipment rose, so did insurance costs.¹⁰

Competitors

Many similar landscaping companies operated in London and the surrounding area, such as Edwards & Sons 
Complete Property Maintenance, Great Canadian Landscape Inc., and TLC Landscaping Design + Pools. 
Competition also included franchises with greater brand recognition. Notably, Edwards & Sons had received 
awards as London’s Top Choice for Landscaping Services and was named runner-up for Best Landscape/Lawn 
Care company in London.¹¹Brand recognition was crucial in this industry, since word of mouth was a primary 
means for obtaining customers. 

[4] “Market Size of Landscaping Services in Canada from 2011 to 2023.” Statista (2024, February 26). Retrieved April 21, 2024, https://www.statista.
com/statistics/899045/revenue-of-landscaping-services-in-canada/.
[5] “Landscaping Services in Canada.” IBISWorld (2024, April). Retrieved April 21, 2024, https://www.ibisworld.com/canada/market-research-
reports/landscaping-services-industry/.
[6] “Market Size of Landscaping Services in Canada from 2011 to 2023.” Statista (2024, February 26). Retrieved April 21, 2024, https://www.statista.
com/statistics/899045/revenue-of-landscaping-services-in-canada/.
[7] Jiggens, Mike. “Opportunity to Grow Equals Employee Retention in the Lawn Care and Landscaping Profession.” Turf & Rec. (2022, May 
25). Retrieved May 14, 2024, https://www.turfandrec.com/opportunity-to-grow-equals-employee-retention-in-the-lawn-care-and-landscaping-
profession/.
[8] “Monetary Policy Report – April 2024.” Bank of Canada (2024, April 10). Retrieved May 14, 2024, from https://www.bankofcanada.ca/2024/04/
mpr-2024-04-10/.
[9] Previl, Sean. “Will Car Prices Come Down in 2024?.” Global News (2024, January 7). Retrieved May 14, 2024, https://globalnews.ca/
news/10204235/auto-market-2024-forecast/.
[10] Snape, Gia. “How Can the Canadian P&C Industry Adress its Biggest Challenge in 2024?.” Insurance News (2024, January 15). Retrieved May 
14, 2024, https://www.insurancebusinessmag.com/ca/news/breaking-news/how-can-the-canadian-pandc-industry-address-its-biggest-challenge-
in-2024-472909.aspx.
[11] “Home.” Edwards & Sons (n.d.). Retrieved May 14, 2024, https://www.edwardsandsons.ca/.
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FINANCIAL REQUEST 

Caleb thought it was time to add a new dump truck to the fleet, since the current ones were some one of the oldest 
pieces of equipment at Ashmere. It would be used to help with snow removal in the winter and with moving soil for 
landscaping in the summer. Caleb presented a loan request to CH, which included Ashmere’s financial statements 
and financial ratios, to purchase a $93,750 dump truck (Exhibits 1 to 4). The business would be required to make 
a $8,000 down payment, so they requested to borrow $85,750 to be paid back in annual installments of $17,150.¹² 
The new dump truck would be depreciated over five years, using the straight-line method, with no residual value. 
All of Ashmere’s existing fixed assets were depreciated in the same way as the previous year. The dump truck would 
be ordered immediately and would take two months to arrive.

Amid unstable market conditions, Caleb and Patrick had two different predictions for next year’s sales. Caleb 
estimated that revenue growth in fiscal 2025 would be the same growth experienced in between 2023 and 2024. 
While Patrick believed that last year’s slower growth was an anomaly and estimated that a 30% growth rate could 
be achievable. Regardless, cost of goods sold was expected to be 9.5% of sales. If Ashmere achieved Patrick’s higher 
revenue growth, wages and benefits were expected to increase to $850,000, but if Caleb’s growth prediction was 
correct, and less workers were needed, wages and benefits would only increase to $780,000. Both Patrick and Caleb 
were also planning to slightly increase advertising expenses to $85,000 in 2025. Additionally, they knew insurance 
was going to increase by $4,000. Patrick and Caleb expected principal payments on the existing loan to be the same 
as the previous year. Additionally, Patrick and Caleb expected most of the other operating expenses to remain at the 
same dollar or percentage of sales. 

Patrick and Caleb knew that managing working capital accounts would be difficult under the current market 
conditions, but they believed they could decrease the age of receivables to 105 days. As Ashmere had fostered strong 
relationships with their suppliers, Patrick and Caleb believed the age of payables could be extended to 100 days 
without issue. Patrick and Caleb predicted the need to carry more inventory on hand and expected the inventory 
level to increase by 11 days more than last year’s inventory level. 

Ashmere required $180,000 in additional cash to help cover their financial commitments from September to 
December, until they started collecting their winter receivables. They were uncertain if their existing $25,000 line of 
credit would be adequate to support future growth. 

[12] CH would charge an interest rate of 8% on the loan’s outstanding balance each year. 

DECISION

Due to rising costs, uncertain market conditions, and the recent change in ownership, Sato was uncertain whether 
to approve Ashmere’s request. Recently, there had also been discussions about a possible promotion for her at CH, 
so she wanted to ensure she maintained a positive reputation within upper management. She planned to thoroughly 
review Ashmere’s past financial performance by analyzing its financial ratios and statement of cash flows, along with 
analyzing the company’s future financial performance through creating a set of projected financial statements.
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EXHIBIT #1: ASHMERE LANDSCAPING SERVICES

Statement of Earnings
for the years ending March 31

2024 2023
Revenue $ 1,662,500 $ 1,550,000 100.0%

Cost of Goods Sold¹³ $ 149,535 9.0% 154,080 9.9%

Gross Profit $ 1,512,965 91.0% $ 1,395,920 90.1%

Operating Expenses
Accounting and Legal $ 16,260 1.0% $ 5,760 0.4%
Advertising and Promotion 81,062 4.9% 67,680 4.4%
Depreciation 127,450 7.7% 191,513 12.4%
Operating Lease (Equipment) 251,330 15.1% 237,320 15.3%
Rent 57,872 3.5% 51,840 3.3%
Insurance 20,922 1.3% 16,080 1.0%
Repairs and Maintenance 165,221 9.9% 154,080 9.9%
Permits and Licenses 9,532 0.6% 7,200 0.5%
Wages and Benefits 721,235 43.4% 453,600 29.3%

Total Operating Expenses $ 1,450,884 87.3% $ 1,185,073 76.5%

Other Expenses
Interest Expense 40,025 2.4% 37,352 2.4%

Net Income Before Taxes 22,056 1.3% 173,495 11.2%

Income Taxes 3,088 0.2% 24,289 1.6%

Net Income $ 18,968 1.1% $ 149,206 9.6%

Ashmere: Equipped to Borrow

[13] This included items used during the service, like salt for winter snow removal or grass seed for lawn care.
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EXHIBIT #2: ASHMERE LANDSCAPING SERVICES

Statement of Financial Position
as at March 31

2024 2023
ASSETS

Current Assets:
Cash $ 79,640 $ 120,374
Accounts Receivable 551,086 569,702
Inventory 54,405 57,650
Prepaids 4,360 4,360
Trading Investments¹⁴ 80,000 -

Total Current Assets $ 769,491 $ 752,086

Fixed Assets
Equipment $ 803,263 $ 712,813
Vehicles 1,295,430 1,140,710

Less: Accumulated Depreciation 1,487,888 1,360,438
Total Fixed Assets $ 610,805 $ 493,085

Total Assets $ 1,380,296 $ 1,245,171

LIABILITIES AND EQUITY
Current Liabilities

Accounts Payable $ 32,800 $ 44,980
Salaries Payable 7,625 2,126
Government Remittances Payable¹⁵ 140,698 67,988
Income Taxes Payable 3,088 24,289
Current Portion Loan Payable 48,350 43,200
Due to Shareholders 95,354 62,215

Total Current Liabilities $ 327,915 $ 244,798

Loan Payable 523,439 490,399
Total Liabilities $ 851,354 $ 735,197

Shareholders' Equity
Share Capital $ 22 $ 22
Retained Earnings 528,920 509,952

Total Shareholders' Equity $ 528,942 $ 509,974

Total Liabilities and Equity $ 1,380,296 $ 1,245,171

Ashmere: Equipped to Borrow

[14] Trading investments are a form of marketable securities.
[15] Government remittances payable is money owed to the government for HST, CPP, EI and employee income taxes.
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EXHIBIT #3: ASHMERE LANDSCAPING SERVICES

Statement of Cash Flows
for the years ending March 31, 2024

Ashmere: Equipped to Borrow

2024 2023
OPERATIONS
Net Income $ 18,968 $ 149,206

Adjustments to Cash Basis:
Depreciation 127,450 191,513
Accounts Receivable 18,616 (325,902)
Inventory 3,245 (6,840)
Prepaids - (4,360)
Accounts Payable (12,180) 24,580
Salaries Payable 5,503 (12,317)
Government Remittances Payable 72,710 21,688
Income Taxes Payable (21,202) 20,185
Trading Investments (80,000) -

Net Cash Flow from Operations $ 133,110 $ 57,752

FINANCING
Current Portion Loan Payable $ 5,150 $ (7,770)
Due to Shareholders 33,136 12,189
Loan Payable 33,040 (70,644)

Net Cash Flow from Financing $ 71,326 $ (66,225)

INVESTING
Equipment $ (90,450) $ (78,026)
Vehicles (154,720) (32,870)

Net Cash Flow from Investing $ (245,170) $ (110,896)

Beginning Cash $ 120,374 $ 239,743
Total Cash Flow (40,734) (119,369)
Ending Cash $ 79,640 $ 120,374
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EXHIBIT #4: ASHMERE LANDSCAPING SERVICES

Ratio Summary

2024 2023 2022 2022 Industry Avg.¹⁶
LIQUIDITY
Current Ratio 2.3x 3.1x 2.9x 2.2x
Acid Test 2.2x 2.8x 2.6x 0.4x
Working Capital $ 441,576 $ 507,288 $ 348,109

EFFICIENCY
Age of Receivables 121 days 134 days 82 days 28 days
Age of Payables 82 days 102 days 80 days 7 days
Age of Inventory 133 days 137 days 208 days 13 days

STABILITY
Debt to Equity 1.6 1.4 2.1
Net Worth/Total Assets 0.4 0.4 0.3
Interest Coverage 1.6x 5.6x 1.7x

2023-2024 2022-2023
GROWTH
Revenue Growth 7% 42%
Profit Growth -87% 492%
Asset Growth 11% 12%
Fixed Asset Growth 24% -14%

PROFITABILITY
Return on Assets 1% 12% 2%

Ashmere: Equipped to Borrow

[16] Compiled from Dun & Bradstreet Key Business Ratios.


