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Case Objectives and Use
Wenatchee Growers is a merger case, asking students to value 51% of the equity of a closely held firm.  The case addresses many of the salient issues of corporate finance, including estimating the opportunity cost of capital and the required return on equity; adjusting betas and/or discount rates for varying capital structures; deciphering financial statements and using ratio analysis; projecting project cash flows; and estimating the benefits of a merger.  An early version of this case was written by students in a senior-level advanced corporate finance course, and was designed to be used in future sections of that course. However, the significant strategic elements of the case make it equally appropriate for a capstone strategy course.  
Case Synopsis
Wenatchee Growers was a third-generation family firm based in Wenatchee, Washington. Darrel Reynolds, executive vice president of Wenatchee Growers and grandson of its founder, had been approached by owners of another family-owned fruit company about a buyout.  Three of the five family members who controlled California-based West Coast Fruit (WCF) were ready to divest themselves of their shares, and offered to sell 51% of WCF’s equity to Wenatchee.  If Darrel accepted their offer, Wenatchee would immediately expand from Washington state into California, becoming the largest producer of cherries in North America.  While this would greatly lengthen Wenatchee’s selling season, it would also mean new management and logistical challenges.  Darrel needed to decide if the merger made sense, and if so, how much to pay for his closely held target.
The author developed the case for class discussion rather than to illustrate either effective or ineffective handling of the situation.  The case, instructor’s manual, and synopsis were anonymously peer reviewed and accepted by the North American Case Research Association (NACRA) for its annual meeting, October 19-21, 2006, San Diego, CA.  All rights are reserved to the authors and NACRA.  © 2006 by Lynda S. Livingston.  Contact person:  Lynda S. Livingston, School of Business and Leadership, University of Puget Sound, 1500 North Warner, Tacoma, WA 98416, 253-879-3471, llivingston@ups.edu.
