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 AUTONUMOUT   Evaluate Envirolawn Case Study
We did the basic model for case analysis that we discussed in class

 AUTONUMOUT Get a Clue

 AUTONUMOUT   We first discussed what am I trying to teach?  The topic was firm valuation.

 AUTONUMOUT   Be Aware

 AUTONUMOUT  We discussed who are the key People who must take action?

 AUTONUMOUT  John and Andy Miller are the owners who make the final decisions
 AUTONUMOUT  Pete Williams is a local landscape business owner who wants to buy the business cheaply
 AUTONUMOUT  Jason is an  employee and finance student who is helping out.
 AUTONUMOUT  We discussed the nature of the business?  Is it stable?  It is a small business, whose revenues depend largely on how dedicated to selling the owners want to be.
 AUTONUMOUT  We discussed the goals of the business—and the firm’s strategy.  It is a job they do to make money during school
 AUTONUMOUT  We asked how has it done in the past in pursuit of its goals?  It has largely achieved its goa.s
 AUTONUMOUT  Define the Problem

 AUTONUMOUT  What is the real problem?  It was valuation and selling the company so they could get the highest returns

 AUTONUMOUT  What are the Key Issues?

 AUTONUMOUT  How do you value firms?  This was what they were trying to do.
 AUTONUMOUT  We discussed ongoing versus liquidation value

 AUTONUMOUT   Stewarts and Williams were liquidation value

 AUTONUMOUT   LawnLife’s was an ongoing concern

 AUTONUMOUT  We discussed comparables valuation

 AUTONUMOUT   We compared specific metrics, i.e., sales, to other similar companies which had sold recently.  Lawncare metrics (sales) were different from asset management company metrics (earnings)
 AUTONUMOUT  DCF analysis

 AUTONUMOUT   We developed a Free Cash Flow summary and calculated a value
 AUTONUMOUT   We used scenario analysis to calculate a worst, most likely, and best case scenario
 AUTONUMOUT  Estimating terminal value

 AUTONUMOUT   We talked on different ways to estimate terminal value.  We explained how the case did it.
 AUTONUMOUT  Book versus market values

 AUTONUMOUT  Estimating market value is a challenge for private companies
 AUTONUMOUT  Scenario analysis
 AUTONUMOUT   We used scenario analysis to give us different possibilities for value for the firm
 AUTONUMOUT  We determining value of equipment as well as the need to purchase additional equipment if growth was too high
 AUTONUMOUT  Selecting the offer

 AUTONUMOUT    We discussed the different offers

 AUTONUMOUT  Pete’s $15,000 cash offer was good if you wanted the least risky framework.  However, you left a lot of money on the table for some incremental work
 AUTONUMOUT   Blue Diamond’s offer was the best, as they would be paid 80% of current year revenue.  The more they worked, the higher the offer would be.
 AUTONUMOUT  Stewart’s offer was the least attractive.
 AUTONUMOUT   We voted an most of the class had no opinion
 AUTONUMOUT   Epilogue

 AUTONUMOUT  Andy and Jason decided to take the offer from Blue-Diamond Pest Control

 AUTONUMOUT  It  assumed all of Enviro-Lawn’s accounts at 80% of the first year’s revenues.  Andy and Jason sold $35,000 in contracts that spring in one week and sold the equipment for cash.  Pete Williams ended up buying one truck and sprayer.  The other equipment was sold to various buyers.  
 AUTONUMOUT  The total value they received was about $34,000 ($28,000 from contracts and $6,000 from tangible assets).  This equals an annual return of over 64% (i = ?, n = 3, pmt = 0, pv = -$5,400, fv = $34,000 - $10,000).  This price was over double the original offer.  One of Jason’s final comments to his finance professor was, “Boy, I’m glad I took your class!”

 AUTONUMOUT   Notes:

Richard L. Evans, in the pamphlet and video “Man’s Search for Happiness” said:

Life offers you two precious gifts—one is time, the other freedom of choice, the freedom to buy with your time what you will. You are free to exchange your allotment of time for thrills. You may trade it for base desires. You may invest it in greed. . .“Yours is the freedom to choose. But these are no bargains, for in them you find no lasting satisfaction. 

“Every day, every hour, every minute of your span of mortal years must sometime be accounted for. And it is in this life that you walk by faith and prove yourself able to choose good over evil, right over wrong, enduring happiness over mere amusement. And your eternal reward will be according to your choosing.  

 HYPERLINK "http://lds.org/general-conference/2010/10/reflections-on-a-consecrated-life?lang=eng" \o "blue"  

 HYPERLINK "http://lds.org/general-conference/2010/10/reflections-on-a-consecrated-life?lang=eng" \o "green"  

 HYPERLINK "http://lds.org/general-conference/2010/10/reflections-on-a-consecrated-life?lang=eng" \o "red"  
“A prophet of God has said: ‘Men are that they might have joy’—a joy that includes a fullness of life, a life dedicated to service, to love and harmony in the home, and the fruits of honest toil—an acceptance of the Gospel of Jesus Christ—of its requirements and commandments.  “Only in these will you find true happiness, the happiness which doesn’t fade with the lights and the music and the crowds.” 

Richard L. Evans, “Man’s Search for Happiness” (pamphlet, 1969), 4–5.

