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Tara Inc.                                      

Note to the Professor

The case features Melanie Hamilton, a young CEO trying to raise capital for her company, Tara Inc.  The company has a rare ideology and is trying to penetrate the presumably difficult athletic shoe market.  Tara is a for profit company with non-profit characteristics.  For profit, in the sense that the company seeks to invest in all positive NPV projects.  Non-profit in the sense that the company’s benefactors are the impoverished people of Gabon.  When dividends are paid out, they are invested directly into the host country in a number of different areas.

Melanie is trying to pitch her idea to Oxfam, the Christians Children’s Fund, the International Finance Corporation, and African development banks.    She needs to build a model based on logical assumptions that prove to her stakeholders that her idea is not only plausible, but it also provides significant upside return.  Imbedded within the decision she will have to make are multiple scenarios, including real options, and significant risks that will have to be mitigated.  

As Melanie tries to prepare for her meetings, she is asking herself 6 questions:

1. What are the risks that the stakeholders are worried about?

2. What are the mitigating factors?

3. What is an appropriate discount rate to use?

4. What is the Financial Return?

5. What is the total expected Economic Return assuming a rational cash balance and no other positive NPV projects?

6. Do you think the investors will invest?
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